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MEMO FOR EXECUTIVES 


Subject: Industrial and Agricultural Commodities 


Commodities are the 1irecbioca OM os your business. 
The availability of commodities and their costs .. the 


corkets(_ 4 for them and their prices from raw materials 


to-manufactured products dsm are affected by a maze 





of daily developments .. legislation and committee hearings 
eee regulations and suspensions -. reports and estimates .. 
orders and seteasides .- Surpluses .. trends and statistics 


HH ee production figures .. government buying and 








financing ..Wxniiimker exports and imports. 


Sound decisions depend upon sound information. And to 


D act in time, you must know in time. 








The Daily Report on Industrial Commodities 
The Daily Report on Agricultural Commodities 
Overnight from Washington, by fastest mail, Monday through Friday. 
Depended upon by top management to prevent loss, to increase profit. 






A Find out IN TIME by writing for details on your business letterhead. 


THE BUREAU OF NATIONAL AFFAIRS 


1241 24th Street N. W. Washington 7, DBD. C. 


























Prefabricated factories are being rushed 
by U.S. companies to China to speed 
the rehabilitation of industry. Already 21 
of the made-to-order factories are on 
their way. These include hydroelectric 
plants, flour mills, automobile factories, 
textile mills and warehouses. 
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A campaign by Russia to sell goods 
to Iran is the prelude to a trade drive 
throughout the Middle East. Soviet repre- 
sentatives now negotiating in Tehran are 
offering goods for less than the market 
price to attract new buyers. 
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Tourist cards to regulate pleasure trav- 
el in France this summer now are being 
made available through French legations 
and embassies. The number issued for 
this year is limited to 38,250, of which 
19,000 are for England, Belgium and 
Holland. The balance of 19,250 have 
been sent to the U.S., Brazil, Argentina, 
Luxemburg, Australia, Canada, Egypt, 
Uruguay, Chile and Cuba. The cards 
entitle holders to food tickets, gasoline 
and tobacco rations for a three-month 
period. 
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Belgium is relaxing controls on im- 
ports. A total of 350 commodities now 
can be imported without licenses. These 
include livestock, agricultural products, 
and raw materials for industry. The Bel- 
gian Government, however, is still exer- 
cising supervisory control over purchases 
of commodities on the world market by 
requiring importers to declare arrivals at 
customs. 
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Australia has relaxed passport restric- 
tions for persons desiring to travel to the 
U.S., Canada and the Pacific islands. 
The lessening of restrictions is possible 
because of an improvement in the ship- 
ping situation in the Pacific. Passport 
restrictions still are in effect on travel to 
England because of lack of shipping on 
that route. 
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The Norwegian Ministry of Finance 
has released $1,900,000 to automobile 
dealers to purchase moto: vehicles in the 
U.S. Of that amount, $600,000 is for 
passenger cars, $800,000 for trucks and 
$500,000 for truck chassis. An equal sum 
has been made available for the purchase 
of automobiles from Britain, with smaller 
sums for cars from France and Italy. 
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Japan, one of the most important of 
the maritime nations before the war, will 
be permitted to revive a part of her 
shipbuilding industry. After reparations, 
Japan will be allowed to retain enough 
equipment to build 150,000 tons of mer- 
chantmen. and repair 3 million tons an- 
nually. The Japanese now are finishing 
123 steel ships totaling 373,250 tons 
which were under construction when the 
war ended. 
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European exports to China are arriving 
in greater volume to compete with those 
of the U.S., which had almost a monop- 
oly immediately after the war. Britain, 
France, Sweden, Switzerland and Czecho- 
slovakia are now conducting intensive 
campaigns in China to get foreign ex- 
change and new markets to speed up 
reconstruction in Europe. 
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India has joined those nations se?f- 
sufficient in aluminum production as a 
result of an industry developed during 
the war. Production of 5,000 tons an- 
nually is expected from the factory at 
Alpuram in Travancore, and a processing 
plant to treat bauxite at Buhar will have 
an annual capacity of 40,000 tons. India 
has large deposits of bauxite. Indian 
technicians to run the industry are being 
trained in Canada. 
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Textile manufacturers in Italy are try- 
ing to develop that country into the lead- 
ing producer in Europe. Italy has sur- 
pluses of silks, rayons and cottons and 
at present is exporting to Britain and the 
Middle East. Although mills are working 
on a full-shift basis, production capacity 
has not been reached due to shortages 
of pulp and dyestuffs. 
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The British Government is considering 
a plan for nationalization of ports. The 
scheme calls for development of port 
facilities, organization of a comprehensive 
network of roads and railroads serving 
each port, and control of port labor to 
guarantee an adequate force for handling 


cargoes. 
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Persons doing business in Japan will 
be required to pay all local and national 
taxes to the Japanese Government. The 
plan, which has the approval of Allied 
Headquarters, applies to all non-Japanese 
nationals. 
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MACHINERY 
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LUMBER 
BUILDING MATERIALS 
WOOD PULP © PAPER 
IRON © STEEL 
NON-FERROUS METALS 

CHEMICALS 
FOODS © FOOD STUFFS 


and Importers - 


providing facilities for sell- 
ing and distributing goods 
produced abroad and needed 
in America. 


Cable address: Herberco 


JOHN P. HERBER 
& Company, Inc. 


1411—4th Avenue Building 
Seattle 1, Washington 


A progressive Export and Import 
House with World-wide contacts 

















ocouee the news in every is- 
sue of World Report is gathered 


from the four corners of the 
earth, a subscription makes an 
ideal gift for your friends, rela- 
tives and business associates who 
are abroad. What more practical 
way of letting them know you 
are thinking of them? Gift sub- 
scription rates: $4 for the first 
subscription, $3 for each addi- 
tional—in U.S., its possessions 
and Central and South America. 
Add $1 extra postage for each 
subscription to Canada and other 


countries. Mail your order to 
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It took eight months and millions of written and spoken words of 
evidence to ferret out the complete story of how Hitler and his Nazi 
chieftains planned World War II. Now Justice Robert H. Jackson, 
the chief American prosecutor, in his closing address before the four- 
nation International Military Tribunal at Niirnberg, has boiled the 
story down to a few thousand words. 

In his condensation, Justice Jackson has stressed the planning of 
aggressive war as a premeditated conspiracy “to secure the Nazi state 
a place in the sun by casting all others into darkness.” 

To get the Niirnberg story, you don’t have to read the stenotyped 
miles of testimony. Just turn to Page 42, where we give you first half 
of the text of Jackson’s address. The last half will appear in our Text 
section in the next issue. 
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-Our readers were not unprepared for several other news develop- 
ments that have received front-page display in the newspapers and 
prominence on the radio during the last few days. In recent issues, 
World Report has carried factual and analytical dispatches on the pro- 
posed consolidation of the American, British and French zones in 
Germany and on the entente between great Britain and France that 
would redress the balance between the “two worlds” of Soviet Russia 
and the United States. 

We also have told of the plans for the partition of Palestine, an effort 
to solve the long and bitter differences between the Jews and the Arabs. 

In our last issue we also had an interesting and comprehensive story 
on how Soviet Russia is using strategically placed Albania as its spear- 
head into the Mediterranean, which has since become front-page news. 

& ed % 

We call your attention to the economic survey in Worldgram this 
week. World affairs today are as much, if not more, concerned with 
economic trends than with political developments. 

We would like to hear from our readers as to the impact upon them 
of these huge developments in trade. With Britain buying Canada’s 
wheat crop, Russia dickering for Uruguayan wool, and the whole 
world trying to buy from Argentina her supply of linseed oil, which 
she is holding for a higher price, we begin to perceive the nature of 
the postwar world and the importance to all businessmen of knowing 
what is going on. 

When you can’t get the paint you need to paint your house and 
find that some other country is withholding the ingredients required, 
you begin to realize the interdependence of nations. That’s the big 
story being covered by our correspondents abroad, and we would like 
to hear from producers in the United States as to what their difficulties . 
are in getting raw materials or finished products. 


The Editors of “World Report” 
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FROM THE CAPITALS OF THE WORLD 


It's becoming harder, not easier, to get the world back to work. 
Economic log-jam, piled up behind the peacemaking, tends to grow. 
otate trading goes on among nations pledged to private trading. 
Bulk buying appears to be the rule rather than the exception. 
Artificial controls, born in wartime, are put to peacetime uses. 
Power politics usually colors, often dictates, economic strategy. 
There is a noticeable drift toward nations’ solving their own 

problems by themselves. That drift is away from the co-operative idea, 

if co-operation is to cause inconvenience, or trouble, or expense. The 
urge for one world, economically, seems to be wearing off. 




















What now is becoming apparent is thiS.ceee 

Popular idea of a few years ago expected economic development to 
follow military victory and peacemaking in a rapid-fire order. 

Only military victory arrived on anything like that schedule. 

Peace settlements are slow and tedious, are reflecting inability 
of U.5., Russia and Britain to work together with mutual confidence. 

The United Nations, which is supposed to set up machinery to as- 
sure world peace, is growing hesitantly, groping for its effective role. 

Business revival is behind expectations, slowed by political un- 
certainties and largely dependent on U.S. credits and goods to fill big 
gaps, including Allied failure to get Germany and Austria running. 

















Just to show a few examples of trade problems..... 

U.S. is officially preaching one basic prescription. 

Hull-Clayton doctrine demands fewer and fewer barriers to trade. 

Heavy emphasis is put on elimination of high tariffs, embargoes, 
preferences, subsidies, licenses, exchange controls and barter deals. 

Freedom for commerce is a cardinal point for which U.S. bargains 
at every opportunity, seeks to write into every economic negotiation. 

Early return to private trading is an outstanding objective. 

Greatest success claimed for U.S. efforts, is in agreement on Brit- 
ish loan, pledging Britain to support policies favored by Washington. 

British support is counted upon to bring other nations into line; 
to set a pattern for the bulk of trading around the world. 

Catch in this situation, from U.S. viewpoint, now is appearing, 

Actually, Canada is selling Britain, for four years, wheat exports 
in a government-to-government deal, at a starting price below market. 

Long-term arrangement, which strengthens empire ties, is excused 
































(over) 


(No part of this or any other page may be reproduced without written permission) 
Written for the issue of August 8, 1946—Vol. I, No. 12 





WORLD REPORT @* 3 







































FW irldgram 


(Continued) 


in London as an emergency deal to meet large and urgent needs. 
| Over-all result is to weaken U.S. appeal to rest of the world. 





Then there is this on the other side of the picture...e.. 

Britain, needing cheap cotton, wants to buy from low-cost growers. 

U.S. subsidizes her high-cost cotton producers, sells to Britain. 

Each nation stands firmly for policy that would most help her 
national interests, either U.S. producers or British mills. 

Meanwhile, Asia suffers from acute shortage of textile goods, 
lacks foreign exchange to buy; British plants run below capacity and 
cotton bales are piled up higher and higher in U.S. storage. 

















For a look around at the trouble spots of the world..... 

In Palestine the prospect is for partition between Arabs and Jews. 

Point to remember, however, is that huge dollar grants from U.S. 
are not to be handed over easily for development of Arab territories. 

President Truman is to weigh carefully new plans before acting. 

You get the perspective of this situation on page 9. 














In China, General Marshall shows no disposition to come home. 

Flare-up between U.S. Marines and troops in Communist uniforms 
really is to make it more difficult, not less, for U.S. to withdraw. 

The outlook suggests increasing strain without any settlement 
between Chiang Kai-shek and Chinese Communists. 

The important grip of the Communists on vital transportation in 
China is brought out in the latest analysis provided on page 5. 














In India, Britain's problems are becoming more and more difficult. 

Jinnah's Moslems, numbering nearly 90 million, are out to force 
greater concessions, are crying again for a separate Moslem state. 

Gandhi's Hindus, who outnumber Moslems 3 to 1, won't yield to the 
agitation being pressed forward vigorously by Jinnah. 

Constituent Assembly, scheduled at the: end of August, to prepare 
for a self-governing India, cannot succeed without Moslem delegates. 

Threats of direct action, even revolt, by Jinnah are maneuvers 
which are certain to cause Britain to examine the loyalty of native 
troops, more than one third of whom are Moslems. 























In Southeast Asia, the Dutch quietly are regaining strength. 

Van Mook, the Dutch negotiator, is pleased with his pacification 
of the outer islands of the Netherlands East Indies. 

Formula accepted by natives on Borneo and nearby islands is to set 
up a United States of Indonesia, to agree to a 5-to-l0-year period of 
transition before gaining independence outside Dutch kingdom. 

Java _ and Sumatra, larger and more important, remain stubbornly 
committed to immediate self-rule, are to be harder to win over. 

Tin, rubber, oil and spices needed from the East Indies, are still 
in short supply, are not to re-enter world markets in quantity as yet. 
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CHINA’S CHANCE FOR GREATNESS. 
BLIGHTED BY PERIL OF CIVIL WAR 


Future is dependent on Marshall’s 
ability to reconcile two factions. 
Distrust is at bottom of trouble 


China’s chance to become a major 
power is being undermined by an ex- 
plosive situation with a threat of pro- 
longed civil war. 

The economic reconstruction of 
the country, moreover, is being subjected 
to repeated setbacks, and the advent of 
stabilized peace in the Far East is being 
postponed. 

Root of the trouble is the deep 
suspicion pervading the dealings of Chi- 
na’s two dominant factions—Generalis- 
simo Chiang Kai-shek’s Kuomintang 
Party and the Chinese Communists. They 
have worked out on paper a formula for 
bringing about national unity, but mutual 
mistrust has kept the plan from going 
into effect. 

It is against the background of this 

conflict that controversy has generated 
over the presence of U. S. troops in China 
and the nature of U.S. aid to Chiang’s 
Central Government. The future of Amer- 
ican policy is intimately involved. 
{ China’s basic problem is twofold: Cre- 
ation of a National Army to replace the 
present Central Government and Com- 
munist armies; and inauguration of a 
broadened, liberalized government to suc- 
ceed the present Kuomintang one-party 
rule at Nanking. 

It was to assist the rival factions toward 
agreement on these matters that General 
of the Army George C. Marshall went to 
China as Special U.S. Envoy. His pres- 
ence there is credited with keeping to- 


day’s troubled situation from being worse. 


than it is. 

The agreement on a National Army 
was reached quickly under Marshall's 
guidance, and an encouraging start made 
on the groundwork for a new government. 

Present trouble all stems from the fact 
that the military and political agreements 
never have been faithfully carried out. 

General Chou En-lai, top negotiator 


for the Communists, blames “reactionary 
elements within the Kuomintang” for the 
failure. In an exclusive message in Nan- 
king to Frank Rounds, Jr., staff corre- 
spondent of World Report, Chou said: 
“Had these agreements been implement- 
ed, not only would the domestic dispute 
of the past 20 years have reached ra- 
tional settlement, but China would have 
been in position to attain henceforth the 
status of an independent, free and demo- 
cratic country.” 

Central Government spokesmen retort 
the Communists are the guilty ones, “pro- 
moting unconditional competition in the 
building of large armies, unconditional 
chaos in the political situation.” 

The military agreement is behind the 
latest outbreak of fighting. It involved a 
shifting of the rival armies, pending their 


reduction and integration into the new 
National Army. The shift called for Com- 
munist withdrawal from many sections 
they already held, and they agreed to 
pull out of most areas. But they rejected 
Chiang’s demands they yield their hold 
on Northern Kiangsu and Southern Jehol 
provinces. 

The Communists also insisted that their 
civil administrations and militia be per- 
mitted to continue functioning in all 
evacuated areas. The Central Govern- 
ment balked, claiming the right to install 
complete Kuomintang control. 

Important economic factor in the pic- 
ture for the Central Government is that 
the deployment of Communist forces has 
placed them astride some of China’s vital 
rail and river communications at a time 
when there is dire need of access to the 
coal and crops of North China. The Com- 
munist areas, mostly agrarian in character, 
are largely self-supporting and do not 
require the heavy inflow of supplies so 
essential for Central Government terri- 
tory. Hence, until those communication 
lines are secure, Nanking is not likely to 





—Guillumette 


COMMUNIST LEADER MAO AND GENERALISSIMO CHIANG 
They agree on paper, but mutual mistrust keeps them apart 
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CHINESE NATIONALIST FORCES ON THE MARCH 


Occupation forces run risk of “incidents” in shift of rival armies 


relax its recently toughened attitude to- 
ward the Communists. 
€ All-out civil war with pitched battles 
is a threat, but many China experts ques- 
tion its likelihood. All strategy of the 
Communists in the past has been based 
on conserving their forces. They “ride 
with the punch,” so to speak, then come 
back to fight another day. The Japanese 
learned this during their occupation. 
The more probable pattern, in event 
of a complete breakdown of peace efforts, 
is large-scale guerrilla warfare, with al- 
ternating periods of sharp activity and 
relative quiet. Odds are against the Com- 
munists in any other kind of fighting. 
Chiang’s armies number about 5,000,000 
men, with some of the divisions trained 
and equipped by the U.S. during the 
war against Japan. Communist forces 
muster only about 1,300,000. Long ill 
equipped, the Communists improved 
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their position by seizure of supplies sur- 
rendered by the Japanese Army in Man- 
churia. 

Presence of U. S. troops in China rep- 
resents only a minor military factor in 
the present uneasy situation. U.S. State 
Department officials say the largest po- 
tential combat force is less than two 
Marine Divisions in North China. Else- 
where are only small garrison, supply 
and technical units. 

Despite the inconsequential size of 
American forces and despite President 
Truman’s assurance that the U.S. will 
not resort to “military intervention to 
influence the course of any Chinese in- 
ternal strife,” Communist agitation for 
the withdrawal of U.S. troops has in- 
creased. And Kuomintang extremists are 
not too adverse to the idea. 

American officials say the presence of 
U.S. forces may provide a deterrent to 


the rival factions, but only in the North 
China area occupied by Marines. They 
also point out that American forces are 
in China solely for the purpose of imple- 
menting the terms of Japan’s surrender, 
which involves the repatriation of Japa- 
nese, Korean and Formosan nationals 
from China. More than a million repatri- 
ates have been handled, but another 
100,000 remain. 

Hence, American forces can be expect- 
ed to remain until the surrender terms 
have been carried out, but that means 
the U.S. is running the risk of “inci- 
dents,’ such as the recent ambush of 
marines, which could have unpredictable 
consequences. 

U.S. aid to Chiang, another target of 
Communist criticism, is negligible now 
from a military view. U.S. State De- 
partment experts say shipments of Lend- 
Lease arms and ammunition ceased be- 
fore June 30, so Nanking can count on 
no replacements for munitions being ex- 
pended. Furthermore, a projected 500 
million dollar loan is being held in abey- 
ance until internal strife ends. 

It is conceded that Lend-Lease equip- 
ment, given during the war, places 
Chiang at a temporary advantage, but 
the U.S. position is that such supplies 
originally were provided to help rid all 
China of Japanese invaders and thus 
represented no favoritism., Their subse- 
quent use is obviously beyond U. S. con- 
trol, except for whatever pressure may be 
exerted on Chiang. 

U.S. policy is still directed toward the 

important objective of a strong, demo- 
cratic and united China. In line with 
that policy, no substantial aid will be 
given to either side if China plunges into 
total civil war. However, technical, finan- 
cial and military aid will be immediately 
available, once China offers positive proof 
of progress toward national unity. Mean- 
while, the U. S. does not propose to take 
sides. 
{ Prospects of unity are bleak at the 
moment, but General Marshall has given 
no indication he regards ultimate success 
of his mission as hopeless. His great 
prestige with Kuomintang and Commu- 
nist factions alike remains an important 
asset, for both sides are anxious to save 
him, and incidentally themselves, the loss 
of “face” that failure of the mission would 
involve. Temporary truce arrangements 
can ease the present discord, but the 
fundamental job is to persuade the war- 
ring factions to carry out their agree- 
ments in good faith, instead of jockeying 
for political or military advantage. 

This is a Herculean task. But Chinese 
moderates remember the rival factions 
were at each other’s throats when Mar- 
shall arrived last December and he suc- 
ceeded in getting them to agree on paper. 
On his ability to get them to agree in 
fact as well as theory depends the imme- 
diate future for China’s 470,000,000 
people. 
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RISING COSTS IN U.S. HELP 
EQUALIZE WORLD’S PRICE LEVELS. 


Impact of change will be felt by 


business around the globe. Too 


great an increase will upset balance ’ 


Rising prices in the U. S. now are 
tending to level off the purchasing power 
of the dollar all around the world. This 
equalization trend is important to busi- 
ness everywhere. 

Before the suspension of price con- 
trols in the U.S., prices in most coun- 
tries were higher than those in America 
at prevailing rates of exchange. The dol- 
lar would buy far more at home than it 
would abroad. 

Now, with many U. S. prices ris- 
ing, price levels with other countries are 
to come closer to balance in many cases, 
and already have been balanced in others. 
The future depends upon how far U. S. 
prices rise and how far other countries 
follow that rise. 

A struggle over control and decontrol 
of prices is going on throughout the 
world now. The outcome of that struggle 
is a vital concern of almost all types of 
business. 

{ To exporters in the U. S., for example, 
the present trend of prices in the world 
means this: 

The competitive advantage of low 
prices in the U.S. is disappearing in re- 
lation to Canada, Australia, New Zealand, 
South Africa, Venezuela and probably 
Britain. But the scarcity of goods in gen- 
eral, plus goods of better quality, will be 
favorable factors for U.S. exports for 
some time to come. In addition, Canada 
and Britain are the only countries in this 
group that compete with major U.S. 
manufacturers of goods for export. 

The competitive advantage in world 
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markets is to remain with the U.S. ex- 
porter as long as U.S. prices do not rise 
much higher and prices in other countries 
are stable. Export profits, which went to 
wholesalers abroad while OPA ceilings 
were tight in America, now are to be 
shared by U.S. producers and exporters. 
{| To importers in the U. S., the situation 
is this: 

Imports from abroad will become more 

attractive to purchasers in the United 
States as prices rise in America, bringing 
the cost of domestic goods closer to that 
of import goods. The Far East may be 
an exception. But, in general, imports 
will be stimulated by higher prices in the 
U. S. as long as other countries do not 
follow the upward trend of prices. 
§ World markets have a stake in U.S. 
prices, even though markets now are 
sealed off in watertight compartments by 
controls over trade and currency that 
make it impossible for goods to flow 
freely from low-price to high-price areas. 
A comparison of the purchasing power 
of the dollar in various countries 
shows this. 

The analysis of the purchasing power 
of the U.S. dollar, as shown in the ac- 
companying symbols, is based on the 
relative changes in prices and exchange 
rates in each country in relation to the 
U.S. since the first half of 1939. These 
changes would show correctly the pur- 
chasing power at present if 1939 prices 
were in balance at official exchange rates 
and if all figures for wholesale prices 
were based on the same pattern. Because 


these conditions vary, an analysis of what 
a dollar now will buy abroad cannot be 
precise. But, with allowance for such 
variations, this was the world situation 
in March of this year: 

A dollar would buy more in Australia, 
Canada, New Zealand and Venezuela 
than it would in the U. S. 

It would buy about the same amount 
at home as it would in South Africa and 
in Norway. 

In all other countries of the world, the 
purchasing power of the dollar was small- 
er than in the U.S. Thus, a dollar that 
bought 100 cents worth of U. S. goods in 
March could buy only 89 cents worth in 
Britain, 86 cents worth in Sweden, 79 
cents in the Netherlands, 68 cents in 
Switzerland, 60 cents in Mexico, 52 cents 
in British India and not more than 24 
cents in China. 

In Argentina, at the basic rate of ex- 
change, the dollar bought 67 cents worth 
of goods. Argentina, however, has several 
legal rates of exchange. At the highest 
rate, the dollar bought 77 cents worth 
of goods. 

In France, at official prices, the dollar 
bought 83 cents worth of goods. On the 
black market, which is far-spread, it 
bought no more than 20 cents worth. 

In Germany, no commercial rate of ex- 
change is established yet. All exports and 
imports are being handled by military 
authorities on a dollar basis. If Czecho- 
slovakians want to buy in Bavaria, they 
have to pay in dollars. U.S. soldiers and 
civilians, however, get and exchange the 
mark at 10 cents. At that rate, the dollar 
would buy 455 cents worth in the official 
market in Germany. But the official mar- 
ket is limited to rationed goods and serv- 
ices by public utilities. 

In the black market in Germany, where 
goods most sought after are traded, the 
dollar buys only 6 cents worth. Thus, a 
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general, 
American provisions in the black market and 


though forbidden, practice is to sell 


convert the proceeds into dollars. This once- 
flourishing trade has been curtailed to some de- 
gree by limiting dollar remittances. 

Should the German currency be reorganized 
with a drastic cut in debts and in money circu- 
lation—a proposal suggested to maintain the 
official level of prices existing at present—then 
the new rate of exchange for the mark would 
have to be set close to the prewar rate of 40 cents. 

In Japan, under occupation, the only official 
rate is the military rate of exchange, which gives 
the dollar a purchasing power of only 32 cents 
in the black market, which predominates. Thus, 
there is the same temptation for Americans to 
sell goods in the black market and convert the 
ven they get into U. S. dollars. 

In Italy, a dollar, at the official rate of ex- 
change, bought 56 cents worth of goods. That 


figure is purchasing power in the black market, 


although technically Italy now has a free market. 
" New prices in the U.S. now are to have a 
bearing on the buying power of the dollar in all 
such countries. Since March, wholesale prices in 
the U.S. have risen about 15 per cent, on the 
average. Price developments in other countries 
are not yet established. Here is the outlook: 

Britain, the Netherlands, Argentina and Switz- 
erland should come in a level with U.S. prices 
at current rates of exchange, if they are able to 
keep their own prices stable. For countries like 
France, Italy, Portugal, Spain, Mexico, India and 
China, the purchasing power of the dollar is so 
low that the rise in U.S. prices cannot remove 
the disparity unless those countries lower the 
value of their own currencies. 

Canada and Sweden already have increased 
the value of their currency in relation to the 
U.S. dollar and to the pound. In each case, the 
change was made to keep domestic prices from 
following the upward trend in the U. S. Sweden, 
like Switzerland, has managed successfully to 
lower domestic prices. This was done as much 
by a cautious policy on credit as by a sharp 
reduction in freight and insurance rates on im- 
ports from overseas. 

Venezuela, where a dollar buys more than it 
does in the U. S., finds herself in a situation simi- 


Germany 


Black Market 





lar to that which confronted Canada and Sweden, 
She might choose the same course they did by 
stepping up the value of her currency in relation 
to the dollar. 

Norway, theoretically, is in the same situation, 


There, however, officials might - prefer to keep | 


the adv antage in the exchange rate and use it as 


a means of stimulating war-crippled export and 


shipping trade. 

Australia, New Zealand and South Africa 
seem to have dollar rates that are overvalued. 
But those countries are tied so closely to Great 
Britain, both as exporters to her and as her 
creditors, that they probably can be expected to 
follow the British lead. 

Hungary and Greece, where runaway inflation 
has shot prices out of sight, will have to settle 
their financial chaos at home before they can do 
anything about fixing a new rate for the dollar. 
“ The future of currency stabilization now is 
being worked out. Members of the new Inter- 
national Fund are to submit soon the rates that 
they propose to keep stabilized in their own 
countries with the help of the Fund. The present 
analysis of the dollars buying power abroad 
shows that the number of cases where rate 
changes are necessary has been reduced already 
by the rise in prices inside the United States. 
That reduction can be held, provided other 
countries can keep their own prices stable. 

Now, when production lags behind effective 
demand in most parts of the world, the agitation 
for the removal of wartime controls is on the 
increase. The authority of governments to en- 
force stabilization policies on their peoples has 
waned since the end of war removed the uniting 
aim of victory. That is the fuel for the debate 
between advocates of control and decontrol in 
many countries. 

The future relationship in purchasing power 
between the United States and the other nations 


of the world, consequently, is to be decided as | 


much by price policies and price trends in the 
United States as by the policies on finances, 
wages, prices and trade of all the other major 
countries. The economic power of the U.S., 
as the biggest market and producer of goods, 
assures the dollar the dominating position among 
currencies for a long time. 
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Reported from LONDON, 
JER 


BRITAIN IS PREPARED 
TO ACT IN PALESTINE 


Proposal to federalize Holy Land 
may be put into effect despite 
objections from Jews and Arabs 


Britain is getting ready to 
settle her troubles in Palestine by 
force, if necessary—with or without 
United States help. 

Americans, British, Zionists 
and Arabs are all contributing to 
press a dictated peace on Palestine. 
The British, who still hold a League 
of Nations mandate over the coun- 
try, would much rather settle the 
question peacefully. But conflicts of 
interests may require other methods. 

A British plan to federalize 
Palestine recognizes the fact that the 
small country cannot be given over 
exclusively either to the Jews or the 
Arabs. The Jews want Palestine for 
a national homeland. The Arabs in- 
sist on keeping their own majority 
in the country and Arab-Jewish 
troubles have flared into a major 
world problem. 

Under Britain’s federal proposal, 
an attempt is made to quiet both 
sides. Districts where Jews predom- 
inate would have Jewish home rule. 
Other areas would be ruled by the 
Arabs. The arid, thinly settled South, 
as well as Jerusalem’s holy places, 
would come under direct British rule. 

Through this arrangement, the key se- 
curity powers would be reserved to Brit- 
ain. The British would have the last word 
on immigration, on police, defense, for- 
eign affairs and other so-called “sensitive” 
matters. 

The plan cannot be put into effect 

without opposition for these reasons: 
*| Arabs say they never will consent to 
partitioning Palestine. The Arab League 
of seven Middle Eastern states, with a 
branch in Palestine, threatens it will not 
consult with British and Jewish leaders 
on a solution to Palestine’s troubles. 
Arabs declare they have been a majority 
in Palestine for 2,000 years. They want 
no scheme, no matter what its name, that 
will admit enough Jews to the country 
to upset their majority control. 
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AGENCY LEADERS IN DETENTION 
Dr. Bernard Joseph (right) and officials 


Arabs point out also that the latest 

British plan would create a Jewish state 
where 430,000 Jews would rule a minor- 
ity of 300,000 Arabs. The Jewish state 
would contain 80 per cent of the best 
land in Palestine. Arabs own most of the 
acreage inside the proposed Zion. Jews 
own 500 square miles. Arabs own 900 
square miles. 
{ Zionists say they will not approve the 
plan unless it provides for immigration 
of 100,000 displaced Jews from Europe. 
They point to President Truman’s pledges 
as political backing for this new migra- 
tion. Zionists say the British proposal 
would shunt aside or postpone indefi- 
nitely their demand for 100,000 new 
settlers. 

Some key leaders among the Jews are 
now in British jails and more are being 
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arrested. Explosion of a bomb in the 
King David Hotel, Jerusalem headquar- 
ters of the British administration for Pal- 
estine, shows how far some Zionist ex- 
tremists are willing to go to achieve their 
aims. Most Zionist leaders deplore ter- 
rorist activities but Palestinians know the 
extremists will strike again, if provoked. 

A White Paper of the British Govern- 
ment charges the Jewish Agency, official 
world representative of the Zionists, with 
a hand in Palestine terrorism. Agency 
spokesmen deny the charge while leaders 
of terrorist gangs—Irgun Zvai Leumi and 
the Sternists—still remain at large in the 
Holy Land. 

€{ The United States, committed by 
President Truman to a new Jewish 
migration into Palestine, is asked to 
back this up with concrete aid to the 
British. Henry F. Grady, chairman of 
a U. S. Cabinet subcommittee in Lon- 
don, has made it plain the U. S. can- 
not furnish troops. Grady is reported, 
however, to have offered YJ. S. funds 
to pay for establishing 100,000 more 
Jews in Palestine. The U. S. also may 
be asked to appease the Arabs with 
a loan of 200 million dollars to raise 
their standard of living. Congress 
may be asked to relax U. S. immigra- 
tion laws to provide a better moral 
case for requesting that Arabs accept 
more Jewish immigrants. 

{ Britain thus proposes a solutign 

that Arabs reject, not all Jews accept, 

and that the U.S. may accept but 
under conditions leaving London un- 
satisfied. Urgency comes from the 
fact that the Arab states now have 
warned the United Nations that they 
may bring the matter up at the As- 
sembly meeting in September. They 
hope for support of Russia, who may 
find profit in these Anglo-American 
troubles. 
Britain hopes to win Arab and Jewish 
support for her plan. Arabs may be ap- 
peased by a substantial cash loan and 
concessions elsewhere in the Middle 
East. Jewish opposition might be softened 
by watering down the Jewish Agency, 
replacing some Zionist leaders with mod- 
erates. The White Paper prepares the 
way for such a shake-up. 

Even if these devices do not work, 
Britain may be forced to go ahead with 
a federalizing scheme without formal 
Arab-Jewish indorsement. Many-sided 
pressures make delay dangerous. British 
troops evacuating Egypt need a base in 
Palestine. No matter what the outcome, 
one thing is sure. Britain, for many years, 
will retain a military foothold in the Holy 
Land, a-Mediterranean anchor for Com- 
monwealth security. 
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U.S.-SOVIET TRADE IS BOOMING 
BUT DECLINE IN YEAR IS FEARED 


Reported from NEW YORK 
and WASHINGTON 





Wallace Plan would offset slump 
by raising Russia’s ability to pay 
through sales of new commodities 


A boom in cash purchases of 
American goods by Russia now is develop- 
ing. But it masks an approaching decline 
that may cut Russian imports from the 
U. S. almost in half by next year. 

American industry is to get more 
than 200 million dollars of cash orders 
from Russia for 1947 delivery. Machinery, 
vehicles, metal goods and other supplies 
are to be bought. 

But a large amount of future or- 
ders, totaling 300 million dollars, may be 
diverted to other countries if Russia can- 
not arrange credits in the U. S. Russia has 
applied for a one billion dollar loan from 
the U.S. Government, but has not 
pressed for its approval. There is little 
likelihood that the loan will be arranged 
in the near future. 


A plan to expand U. S.-Russian trade 
to 500 million dollars a year, more than 
six times the prewar level, now is being 
presented in Moscow by two representa- 
tives of U.S. Secretary of Commerce 
Henry A. Wallace. The Wallace Plan 
would raise Russia's ability to pay for 
U.S. goods by boosting American pur- 
chases of Soviet products. If carried 
through, the plan would assure half of 
Russias import market to producers in 
the U.S. 

" U. S.-Soviet trade immediately ahead 
depends upon many factors. Russia is 
seeking credits to finance imports until 
reconstruction of her own industry can 
lift the level of Russian exports. The 
country has an undetermined supply of 
gold which is being used in trade deals 


_ 





now. Credits are being negotiated, how- 
ever, with Sweden and Switzerland. 
Britain may arrange a credit. If Russia 
turns to these countries for her current 
imports, the market for U.S. goods in 
Russia may be cut. 

Before the war, Russia paid for less 
than half of her American purchases of 58 
million dollars a year with exports to the 
United States. Dollars earned by exports 
to Britain and Western Europe paid for 
the rest. 

This year, Russia’s imports from the 
U.S. are expected to reach 450 million 
dollars. But she will only need to pay for 
16 per cent of this in cash. The rest will 
be covered by UNRRA aid and a U.S. 
Government credit, financing shipment of 
goods in the Lend-Lease “pipe line.” 

Next year, both these Government ar- 
rangements will be gone. Russian exports 
to the U.S. are not expected to exceed 
80 million dollars. Britain, France and 
other Western European countries, which 
have U.S. loans, may release some dol- 
lars in payment for their purchases in 
Russia. But Russia will be forced to hold 
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her cash purchases in the U.S. to 240 
million dollars, U. S. officials believe. 

Washington trade experts estimate 
that Russia’s present export potential 
would enable her to finance purchases in 
the U.S. totaling 270 million dollars in 
1948, about 285 million dollars in 1949 
and 250 million dollars annually from 
1950 on. 

The Wallace Plan aims at stabilizing 
U.S.-Russian trade at a much higher 
level. The former U.S. Vice President 
believes Russia by 1950 can boost her ex- 
ports to the world to 800 million dollars 
a year, including sales of 100 million dol- 
lars worth of goods to the U. S. 

This would mean a doubling of Rus- 
sia’s prewar exports and a fourfold in- 
crease in her peacetime exports to the 
U.S. It would support Soviet purchases 
of 800 million dollars abroad. Half of this, 
Wallace believes, would be spent in 
the U.S. 
€ Soviet exports to the U. S. doubled dur- 
ing the war. Furs, chrome, platinum and 
diamonds were major items in the trade. 
Now Wallace believes the Russians again 
can double their sales by moving into 
new commodity fields, some of which 
have been vacated by the Germans and 
the Japanese. 

Flax and linen are among the best 
prospects. Supplies are short in the U. S. 
and demand is great. Russia now controls 
85 per cent of the world’s flax-growing 
areas. In addition to raw flax exports, 
Wallace is urging the Russians to manu- 
facture linen and combine this with pro- 
motion of Ukrainian handicraft industries, 
which are world-famous for their em- 
broideries. 

Crude drugs and herbs from the 
_U.S.S.R. used to be shipped to Ger- 
many, which resold finished drugs to 
Russia and dominated the world’s mar- 
‘kets in pharmaceuticals. Now the Rus- 
sians are being urged to manufacture 
their own drugs and ship these, as well as 
the raw materials, to the U.S. market. 
| Pulpwood for paper manufacture may 
become a big Soviet exnort. Canada and 
Scandinavia are unable to meet U.S. 
needs. In Southern Sakhalin, taken over 
from the Japanese, the Russians have one 
third of Japan’s prewar pulp production. 
Russia is trying to improve the quantity 
and quality of her paper production and 
may export paper as well'as pulp. 

Crabmeat exports from Russia, always 
blanketed by the Japanese before the 
war, may boom now. Seventy per cent of 
Japan’s prewar crabmeat came from Rus- 
sian waters, now reclaimed by Moscow. 
Fish oils offer similar export opportuni- 
ties. The Russians expanded their fishing 
industry during the war as a food measure 
and now have a sizable surplus. 

Essential oils, available in great quan- 
tities in Russia, are expected to give stiff 
competition to French products from 
Indochina, which once dominated the 
world market. 





Long-staple cotton from Russia may 
become an alternative to the Egyptian 
supply. Russian cotton linters are also in 
U.S. demand. Inefficiency of Soviet cot- 
ton processing makes Russian linters high- 
ly desirable, since they have more vege- 
table matter than those produced in 
the U.S. 

Other Soviet commodities which may 

find markets in the U.S. include silk 
cocoons, asbestos, semiprecious stones, 
special tobaccos, nicotine sulphate and 
camel hair. Manganese shipments, halted 
during the war, now have been resumed 
in peak quantities. All in all, more than 
200 Soviet products can be used in the 
U.S., Secretary Wallace believes. 
{| Barriers to U.S.-Russian trade expan- 
sion are raised by lack of information in 
each country about the products of the 
other. Wallace hopes to blast these ob- 
stacles loose through the negotiations now 
under way in Moscow. 

The Secretary of Commerce is asking 
the Russians to permit American busi- 
nessmen to travel in the Soviet Union and 
deal directly with Soviet industries, as 
they did before the war. From 1928 to 
1932 alone, more than 1,000 American 
engineers went to Russia to build power 
dams, steel mills and auto plants. 

American importers, as well as export- 
ers, would visit the Soviet Union under 
the Wallace Plan. Proposals include a 
survey of Russia's rare vegetable drug 
production by the U. S. drug industry and 
tours of handicraft industries by U.S. 
buyers who could suggest products and 
packaging attractive to Americans. 

To boost U.S. sales, Wallace is re- 
questing Moscow to give more leeway to 
Russian purchasing agents in the U.S. 
He is suggesting that Soviet buyers be 
permitted to function like businessmen in 
a capitalist country, with authority to 
make quick decisions, change contract 
specifications and purchase substitutes 
for items in short supply. 

Lack of this authority has antagonized 
U.S. concerns which are not used to do- 
ing business in the Russian way. On the 
other hand, Russian buyers are missing 
opportunities to obtain cheaper and more 
efficient American products. They are re- 


stricted to purchase orders drafted in. 


Moscow and rarely initiate new sugges- 
tions of their own, although they are 
more familiar with the American market 
than their chiefs in Russia. 

As a further stimulus to American sales, 
the Commerce Department is advising 
U.S. manufacturers to advertise their 
products in Soviet technical journals. 
These magazines are read by plant man- 
agers who initiate the purchase requests 
handled by Soviet import combines 
abroad. 

§ American sales to Russia in peacetime 
heretofore barely have scratched the 
Soviet market for U.S. goods. Wartime 
exports, which reached a peak of $3,457,- 
000,000 under Lend-Lease, revealed the 
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real size of Russia’s potential demand. 
More than half of Russia’s Lend-Lease 
imports consisted of civilian items which 
still are needed badly. 

Russian purchasing agents now are 
placing orders with American companies 
for locomotives and automatic railway 
blocking devices. Complete radio stations 
are being bought from U. S. surplus war 
stocks. Contracts are being placed for 
cranes and conveyors. Negotiations are 
under way with the General Electric 
Company for purchase of three giant 
generators for the rebuilt Dnieper Dam. 
Surplus U.S. Army trucks are being 
bought in Europe. | 

With demand almost unlimited for 
American goods in Russia, only Soviet 
ability to pay, in the long run, can limit 
Russias purchases in the U.S. This 
ability to pay can come either through 
the use of the gold the Soviets now hold, 
or through proceeds from exports. If the 
Wallace Plan succeeds in boosting Rus- 
sian exports, American industry can look 
to a growing market in the Soviet Union. 


AUGUST 8, 1946 « 11 












Reported from TOKYO 
and WASHINGTON 





Reg. Appd. for U. S~4 


ALLIES READY TO STRIP POWER 


FROM JAPAN’S FEUDAL FAMILIES 


Occupation authorities to break up 


vast concentrations in industry 


to make sure nation never rearms 


Occupation authorities now are to 
break up the holdings of Japan’s wealthi- 
est families, which monopolized 70 per 
cent of the country’s prewar industry and 
finance. 

The objective is to rip out the 
family monopolies and thus destroy the 
possibility that Japan will rearm after 
occupation forces leave. The problem, 
however, is how to break up these vast 
industrial networks without uprooting the 
entire economy of Japan. 

Fourteen family groups, such as the 
Mitsuis, now dominate the national 
economy by means of huge family trusts 
such as exist in no other country. These 
systems of interlocking companies ex- 
tend like a web through industry, finance 
and commerce down to the corner grocer. 
At their peak, the families controlled 
three fourths of all nongovernmental 
finances in Japan. Since Japan’s defeat, 
the trusts have been forbidden to dispose 
of any assets and their expenditures for 
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Their vast industrial holdings will be trimmed 
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normal business activities have been 
restricted. 
Now, through orders of the occupation 


command, the 14 families are to be 


-forced to dispose of all shares in their 


trusts. Members of the families are to 
be prohibited trom investing in, or acting 
as Officials of, any company whatsoever. 
The Allied policy will remove from in- 
fluence the men who actually industrial- 
ized Japan for war. 

The holding companies through which 
the trusts operate are to be dissolved. 
The occupation government also is con- 
sidering plans to reduce the private 
wealth of the industrial families. This may 
be done by imposing a high tax on capital 
and forcing the Japanese Government to 
cancel war indemnities to industry. 

The occupation command will en- 
counter obstacles in breaking up the 
Zaibatsu, or “wealthy cliques,” as the 
Japanese term the monopoly families. 
The groups have strong political influ- 
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ence, and already the Japanese Govern- 
ment is showing reluctance to act against 
them. 

The Zaibatsu are feudal monopolies 
that have prospered by Government 
favor. Largest and best known abroad 
are the so-called Big Four, the Houses 
of Mitsui, Mitsubishi (owned by the 
Iwasaki family), Sumitomo and Yasuda. 

Structure of a Zaibatsu system, when 
drawn on paper, looks like an octopus. 
Under a central holding company are sub- 
sidiaries that control groups of operating 
companies. The operating companies hold 
interests in still other companies. If the 
interests of a holding company could be 
traced to the end, they probably would 
reach down to retail stores. 

The Mitsui Trading Company, capital- 
ized at 24 million dollars, is a subsidiary 
that controls 58 operating companies. 
Mitsui Mining has 27 lesser firms. The 
Mitsui system consists of 181 subsidiary 
and operating companies. These are asso- 
ciated with 900 more firms. 

Mitsubishi Heavy Industries, a sub- 
sidiary with about 200 million dollars of 
capital, is involved directly in 76 operat- 
ing firms, the Mitsubishi Trading Com- 
pany in 178. Under the Mitsubishi hold- 
ing company are about 30 subsidiaries 
with direct interests in about 750 operat- 
ing companies. 

War preparations mushroomed the 
Zaibatsu between 1931 and 1941, when 
9 billion dollars of new capital went into 
industry, most of it passing through the 
hands of the monopolies. The trusts 
shifted Japanese manufacturing almost 
completely from light to heavy industries 
and geared the national economy for war 
so effectively that Japan, with third-class 
resources, was able to fight first-class 
powers. 

By 1940, the four big trusts controlled 
about one third of all Japanese industry, 
most of the shipping and 60 per cent 
of the stocks on the Japanese exchange, 
which then had a total value of about 
3% billion dollars. In the hands of the 
Big Four and two other financial houses 
were more than half of all bank deposits, 
trust funds and insurance company as- 
sets. The bank deposits alone amounted 
to 4 billion dollars. 

During the war, the assets of the Big 
Four increased about 3% times in four 
years. Their political influence grew; far 














from being dominated by the militarists, 
as many Americans believed, the Zaibatsu 


co-operated with the Army and Navy’ 


almost entirely on Zaibatsu terms. The 
industrialists forced creation of a Muni- 
tions Ministry, through which they di- 
rected the manufacture of most war 
products except ordnance. 

Control Associations, consisting of 
leading manufacturers, were set up in all 
industries to handle priorities on materials 
and orders. As the leading companies in 
all fields were Zaibatsu firms, the indus- 
trialists ran the associations. 

Present assets of the Big Four holding 
companies are more than 3 billion yen, 
which cannot be expressed in dollar value 
because there is no open rate of exchange 
for the postwar yen. The assets of firms in 
which the Big Four companies own shares 
exceed 100 billion yen. The wealth of 
Mitsui alone is believed to be about 25 
billion yen. No attempt has been made 
to estimate the combined assets of all 14 
families. 
¢ A liquidating commission, organized by 
the Japanese Government, is to receive 
all stock in the Zaibatsu firms. Small 
owners of stock in holding companies will 
be offered shares of operating companies 
in exchange. Zaibatsu holdings in operat- 
ing companies will be sold and distri- 
buted as widely as possible. 

The Zaibatsu families are to be reim- 

bursed with Government bonds that can- 
not be sold for 10 years. Some sort of 
provision, not yet determined, will be 
made to preyent the owners from profit- 
ing in case the value of the bonds in- 
creases. 
{War indemnities that the Japanese 
Government owes to industry amount to 
about 100 billion yen. Approximately 56 
billion is due for fire damage, loss 
through plant expansion that the Govern- 
ment subsidized and cancellation of 
Government contracts for war goods. The 
remainder represents reparations and as- 
sets lost in overseas countries. 

The bulk of the indemnities are owed 
to companies in the system of family 
trusts. The Mitsubishi interests, for ex- 
ample, have claims that total more than 

% billion yen, of which the Government 
already has paid about 200 million yen. 

Headquarters of the Supreme Com- 
mander for the Allied Powers is consider- 
ing a proposal, made by a special adviser 
on financial affairs, that would cancel 
most of the indemnities. by imposing a 
tax of 100 per cent on all claims of more 
than 10,000 yen. Part of the loss would 
be transferred to creditors of the firms 
and individuals whose claims are can- 
celed. Banks, hardest hit by the transfer, 
would take up the loss first out of their 
surplus and reserve accounts, then out 
of their capital accounts and finally from 
the accounts of depositors and other 
creditors. Those with small deposits 
would be protected by an exemption of 
10,000 yen. 
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MITSUBISHI PLANT AT NAGASAKI AFTER ATOM BOMB NO. 3 





The Occupation Government will finish what the war started 


*{ A tax on wealth, also proposed by 
SCAP’s financial adviser, would apply 
to property owned by individuals with 
a value in excess of 30,000 yen. The tax 
schedule begins at 10 per cent and rises 
by a graduated scale to 85 per cent on 
assets exceeding 50 million yen. 

{ The Japanese Government, conserva- 
tive and friendly to the Zaibatsu, is at- 
tempting to delay liquidation. 

Champion of monopolies in the Cabinet 
is Finance Minister Tanzan Ishibashi, 
economist and publisher. He agrees to 
repudiation of what he terms general 
indemnities; that is, indemnities for losses 
through expansion of subsidized plants 
and through cancellation of Government 
contracts, which amount to about 17 
billion yen. But Ishibashi urges that the 
remaining 83 billion yen be paid. 

The Finance Minister told Joseph 
Fromm, staff correspondent for World 


Report at Tokyo, that, if all indemnities 
were repudiated, many banks and indus- 
tries are certain to fail or go into receiver- 
ship. “The people are prepared for the 
repudiation of general indemnities,” 
Ishibashi said, “but they are not prepared 
for repudiation of the others, such as fire 
insurance.” 

{ Immediate prospects for the Zaibatsu 
are dissolution and loss of their holdings. 
For the period of the occupation they will 
be powerless. Whether they can regain’ 
their industrial empire afterward depends 
on Japan’s economic progress. The little 
businessman, who has operated always 
under the monopolies, probably would 
permit the big families to recover if 
the occupation were to end at the pres- 
ent time. But if little business can be 
introduced to a freer economy, the 
Zaibatsu probably will be liquidated 
permanently. 
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PROSPERITY OF BLACK MARKETS 
WORRIES AMERICAN EXPORTERS 


Swollen prices absorb purchasing 
power and injure prospects for 
sales after production is revived 


Black markets of the world are 
siphoning millions of dollars daily from 
normal trade channels. They are fostering 
new inflationary pressures and in addi- 
tion are an unhealthy influence on some 
export trade. 

Businessmen and Government of- 
ficials are expressing concern over the 
situation in many countries. The swollen 
prices charged for scarce American goods 
in black markets have the effect of 
soaking up purchasing power that other- 
wise would be a market factor once 
production gets back in high. There is 
also the adverse effect on the good will 
that: products have built up over a pe- 
riod of years. 

Nevertheless, black markets every- 
where will be economic factors to con- 
tend with for some time to come. No 
substantial dent has been made in their 
over-all activity in almost a full year of 
peace. Profits are leaner in some lines, but 
fatter than ever in others. 

Government efforts to cope with the 
problem have been generally ineffective. 
So much so that France, for example, 
now threatens to invoke the death penalty 





for big operators. But the black market 
there shows no signs of dying out. 

Virtually every commodity and product 

bears a black market price tag today in 
one country or another. The range is from 
coal and penicillin to nylons, newsprint, 
construction materials and automobiles. 
To say nothing of American felt hats, 
currently quoted at 23 U.S. dollars in 
Shanghai. Or Spain's black market in 
rented freight cars. 
{ Black market prospects look good for 
at least another year, until production in 
food and manufactured goods starts 
catching up with demand. 

In food, expected good harvests in a 
number of countries promise some cur- 
tailment in the black markets in domestic 
food, but a general world food shortage 
persists, to the over-all advantage of the 
illegal traders. 

In goods, the pent-up demands of 
war years barely have been tapped. 
Production has been lagging for many 
reasons—reconversion trouble, labor short- 
ages or strife, insufficient raw materials, 
war damage and war weariness. The 
enormous consumer. demand versus the 


meager supply of finished goods is made 
to order for black markets. 

4 Effect on exports of black market activ- 
ities is being foreshadowed by the in- 
creasing resale of U.S. manufactured 
goods, such as fountain pens in the 
Middle East, and automobiles (new or 
used) in Brazil, Argentina and Mexico. 
These resales now go through as many 
as two and three transactions, with the 
result that the ultimate consumer pays 
several times the original value of the 
merchandise. 

An American fountain-pen exporter 

is reported to have canceled further 
shipments to the Middle East until ef- 
fective controls become available to com- 
bat this price spiraling. 
§] The automobile black market in Latin 
America is a lucrative business, World 
Report correspondents cable. A new car 
of the $1,000 price class in the U.S. 
commands $3,000 in Buenos Aires. 
Mexico City has seen a used 1941 Lin- 
coln go for $4,000, or $1,300 more than 
its old U.S. ceiling price. The new car 
that sells for $1,500 in Detroit should 
cost only $2,000 in Mexico, but it brings 
$3,200 easily on the black market. 

Some American visitors are aiding the 
Mexican black market by bringing nearly 
new models as their own possessions, 
then reselling them. Such “tourists” al- 
ways have some explaining to do to 
embassy or customs officials, but many 
have been getting away with it, offering 
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hard-to-check alibis. These range from 
forced sales because of an unexpected 
lack of funds to spurious claims that the 
car had been badly wrecked in an ac- 
cident and that repairs would be either 
impossible or prohibitively expensive. 

Britain is struggling with a similar 
problem. New-car buyers there have been 
reselling them overnight at prices up to 
200 per cent above the list price. Typical 
of medium profits is a recent case in 
which a car purchased for $1,900 was re- 
sold on the black market a few days later 
for $4,000. To curb this racket, Britain 
plans to require all new-car buyers after 
August 15 to sign contracts pledging not 
to resell within six months. 

Other automotive lines also are turning 
in a high percentage of profits. In Eng- 
land, where the official gasoline ceiling is 
45 cents a gallon, the black market price 
is $1. In Argentina, standard-size tires, 
officially priced at about $30, cost be- 
tween $90 and $100 each. Latest avail- 
able quotations from Spain place the 
black market price on a new tire in the 
vicinity of $250. 
© Black market newcomers are conspicu- 
ous in the construction field due to the 
postwar building shortage and the bait 
of high rents. Richard A. Yahraes, World 
Report staff correspondent, describes the 
trafic in building materials as Mexico’s 
worst black market. For example, cement, 
with a ceiling price of $16 per.metric ton, 
sells openly on the black market at $60 
per ton, and the demand is still greater 
than the supply. Experts estimate that 
half the building projects in Mexico are 
tied up for lack of cement. 

Black market steel brings triple, some- 
times quadruple, normal prices. Profiteers 
are aided by Mexico’s import restriction 
on foreign steel, originally designed to 
protect the native industry but now oper- 
ating to keep supplies at about 20 per 
cent of demand. 

A roughly parallel situation prevails 
in bomb-battered Britain. There, con- 
struction and building repair are limited 
to $40 worth of work in six months ex- 


cept by special permit. The result has 
been a thriving black market in building 
materials, fixtures, etc., needed by people 
to repair war-damaged homes or build 
new ones. One man who procured the 
necessary license to build a bungalow 
was told by his architect there would 
be hitches in getting some materials 
through normal channels, but that any- 
thing in short supply could be obtained 
immediately in the black market at double 
the legal price. 

Existing housing likewise is a rich field 

for black markets and all sorts of devices 
are used to circumvent rent control. One 
group of Brazilian speculators offers to 
rent flats or houses at ceiling prices—bui 
the tenant pays $1,000 to “buy” the key. 
In Argentina, fees for “apartment-find- 
ing’ may vary from a lump sum tc a 
large percentage of the monthly rent. 
Another method of evading Argentina's 
rent laws is by making “improvements” 
which permit rent raises. 
“ The economic toll of black market 
operations, however, is only dimly re- 
flected by any one of the countless in- 
dividual transactions in the thousands of 
items affected. 

A Japanese peasant, for example, buys 
a few pounds of black market coal. 
The sale is insignificant. But such in- 
significant sales add up to 100,000 tons 
monthly, about 4 per cent of the na- 
tion’s critical coal supply at present pro- 
duction rates. The diversion means that 
coal-rationed industries receive less than 
their monthly allotments. It also is hob- 
bling the transportation system, which 
could carry approximately 2,400,000 
more passengers and an_ additional 
135,000 tons of freight monthly if sufh- 
cient coal was available. 

In the field of food, only 32 per cent 
of the Japanese rice crop is reaching 
consumers legally. This means inequita- 
ble distribution, with an obvious effect 
on the amount of food imports essential 
to tide over current shortages. 

The Spanish freight-car racket pre- 
sents another aspect of the economic 





levy. This novel enterprise sprung up 
after the civil war. Private interests 
bought up war-damaged freight cars, 
repaired them and put them back on 
the rails to be rented to shippers at 
fantastic prices. The railroads are na- 
tionally controlled, but officials do noth- 
ing to disturb this practice and rolling 
stock is still short. The bill adds up to 
higher shipping costs, steeper prices on 
the goods shipped, curtailed profits. 
Exporter and importer, producer, middle- 
man and consumer, all are hit. 

Reports from Argentina ‘describe yet 
another system for putting the “squeeze” 
on international trade. About 80 per 
cent of all Argentine exports are subject 
to strict Government control and require 
export licenses. But exporters say export 
permits are difficult to get. Many com- 
plain they are forced to “buy” permits 
on the black market from Government 
employes at exorbitant prices, although 
the Government denies anyone is auth- 
orized to sell them. 

And there is Mexico which has an ex- 
panding food-packing industry. The in- 
dustry is dependent upon. an adequate 
supply of tinplate which has a $16 ceiling 
per box. The black market tag is $70 per 
box, and sales are brisk. The situation is 
such that some manufacturers who import 
tin for processing into cups and toys have 
found it more profitable to resell their 
raw material at black market prices. 

These few examples of the diverse 
manifestations of black markets convey 
some idea of the manifold strain to which 
normal processes of economics are being 
subjected. 

Inflationary results vary by nations, but 
boil down to a net cut in the purchasing 
power of world currencies, narrowed 
markets and delay in restoring reasonably 
normal conditions of international trade. 
* Reversing the trend involves gradual 
liquidation of the illegal traffic in food, 
clothing, other essentials, building sup- 
plies, processed materials, currency and 
luxuries. This depends essentially on pro- 
duction catching up. 
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BRITISH PURCHASING 
UPSETS TRADE POLICY 


Wheat deal with Canada is counter 
to Washington’s formula to change 
from government to private buying 


Great Britain and the United 
States appear to be heading toward a 
showdown on their conflicting views of 
world trade. 

Direct purchases being made 
abroad by the British Government, such 
as last week’s deal to buy Canadian 
wheat for four years, run counter to the 
policy of the United States to restore 
world markets to private trading inter- 
ests as rapidly as possible. 

Canadian wheat for Britain may turn 

out to be a “test case” of the British view 
on world trade. British officials so de- 
scribed the contract when it was made 
public by James A. MacKinnon, Canada’s 
Trade Minister. 
§ British-Canadian wheat agreement, 
largest grain deal ever negotiated, pro- 
vides for the sale of 160 million bushels 
of Canadian wheat to the British Gov- 
ernment at $1.55 a bushel for the next 
two years, 140 million bushels at a mini- 
mum price of $1.25 in 1948-49, and 140 
million bushels at not less than $1 a 
bushel in 1949-50. 

The starting price of $1.55 is about 25 
per cent below the current price of 
United States wheat. 

With normal crops, the British Govern- 

ment will take more than half of Canada’s 
exportable wheat through this contract. 
Canada is normally the world’s heaviest 
exporter of wheat, and sales of her grain 
below the current world price for long 
periods, as in the case of Great Brit- 
ain’s purchase, will be upsetting to pri- 
vate trade. 
q U.S. objections are based more on 
broad trade principles than on the mai- 
keting problems in wheat, however. The 
U. S. favors the earliest possible return to 
private trade with full competition and 
without discrimination. The U. S. policy 
opposes preferential price arrangements, 
bilateral agreements between govern- 
ments and other restraints on private 
trade. 

U.S. officials now see the Canadian 
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TRADE MINISTER MACKINNON 
Negotiated largest grain deal 


wheat deal as a move away from Wash- 
ington’s policies. 

The wheat arrangement was completed 
shortly after the U. S. loan to Britain was 
approved. In that loan contract, Britain 
agreed to support trade proposals put 
forward by the United States as a pat- 
tern for freeing world trade. 

The Canadian wheat agreement in- 
cludes a provision for amendment, if 
necessary, to bring the arrangement in 
line with any international agreement 
“hereafter entered into” to which both 
Britain and Canada subscribe. The effect 
‘s that the British may go ahead with 
Government purchase plans now and 
make them conform later, when and if 
any international agreement is reached 
on trade principles. 

British objectives in Government buy- 
ing are long range. Britain needs stabi- 
lized: prices for a long time on the com- 
modities she must import. Government 


purchasing allows her to make long-term 
deals for big quantities at good prices. 
She gets the things she needs now cheap- 
ly, but agrees to floor prices so that the 
supplying country is assured of a steady 
market at a guaranteed price in the 
future. 

The British regard Government pur- 

chasing as essential to their recovery. 
They were so insistent on retaining 
Government buying during the trade dis- 
cussions over the U. S. loan that a break- 
down of negotiations appeared close 
several times. Both countries really side- 
stepped the basic issue finally. 
{ Buying agreements between Britain and 
other governments now cover a wide 
range of the products the British must 
have. They include: 

Four-year contracts for all of Aus- 
tralias exportable meat, butter and 
cheese; for Argentine meat; for Canadian 
cheese; for all exportable sugar from the 
British colonies. 

A three-year coniract for all the bacon 
and ham Canada can produce. 

A 20-month contract for all the sisal 
produced in British East Africa. 

A one-year contract for all the export- 
able tea in India, Ceylon, and British 
East Africa. Over 95 per cent of the world 
production of tea is involved. 

A permanent arrangement is planned 
covering Government purchase of all 
cocoa grown in British West Africa. 
Sixty per cent of the world’s cocoa is 
involved. 

Government buying of all raw cotton 
for British needs will start September 30. 

Objections in the United States to such 
bilateral arrangements are watered down 
a bit for the present by the fact that the 
U.S. is engaged in some Government 
buying on its own as a hangover from 
negotiations made during the war. The 
U.S. Government still buys Cuban sugar, 
Chilean copper, Bolivian tin, Malayan 
and East Indian rubber and a few other 
commodities. The announced intention is 
to close out these ventures as soon as 
possible. 

Meanwhile, private trade is being ef- 
fectively squeezed out of a growing share 
of the world market by government buy- 
ing deals. The trend affects exporters all 
over the world. 

When agreements such as those made 
by the British are linked into the pattern 
of government trading and bilateral ar- 
rangements now webbing Europe and 
Latin America, the attempts of the U. S. 
to unshackle trade look extremely lonely. 
The issue may prove the major stumbling 
block when nations try to develop rules 
for world trade in the conferences be- 
ginning next October. 
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LATIN AMERICA SEEKS 
‘RECIPROCITY’ IN AIR 


Southern countries check expansion 
of U.S. aviation companies to bargain 


for concessions to their own lines 


The day of fast transportation 
joining the Americas inexpensively by air 
is being delayed by Latin-American pres- 
sure for a bigger share in the business. 
Some governments are unwilling to per- 
mit expansion of U.S. service to their 
countries until their demands for landing 
rights and other concessions in the U. S. 
are met. 

Thirteen air lines of Latin-Ameri- 
can countries now have applications 
pending with the U. S. Civil Aeronautics 
Board for permission to operate in the 
U.S. Eight others already hold permits. 

Entrance of the Southern coun- 
tries into the business of air transport 
means the U.S. must negotiate a whole 
series of bilateral agreements with Latin- 
American governments before U. S. com- 
panies can go ahead with full-scale opera- 
tions in the Western Hemisphere. 

Reciprocity is the broad principle gov- 
erning U.S. negotiations for air agree- 
ments, but many a Latin-American gov- 
ernment will devise its owa definition of 
“reciprocity” to gain favorable conces- 
sions. 
€ Hardest bargaining can be expected 
from countries most interested in develop- 
ing their own lines: 

Argentina, pivot of rivalry between 
U.S. and British lines in Latin America, 
clearly intends to play one azainst the 
other in getting concessions for Argen- 
tina’s new line, FAMA. 

Official attitude of Argentina toward 
expansion of U.S. service is negative. 
Pan American Airways’ new route from 
New York must unload at Montevideo 
and ferry passengers and cargo across to 
Buenos Aires in smaller planes: because 
Argentina does not allow the four-en- 
gined craft to land. All landing rights 
in Argentina are temporary. 

Brazil delayed the first of Pan Ameri- 
can’s four-engine flights and has shown 
increasing awareness of the value of her 
rights as a bargaining weapon. Author- 
ities hint of doubts about the wisauin of 


allowing an increase in U.S. operations 
in Brazil until corresponding favors are 
obtained from the U. S. 

Brazil has been waiting three and a 
half years for the U. S. Civil Aeronautics 
Board to decide on an application by 
Panair do Brasil for landing rights at 
Miami. Panair is a subsidiary of Pan 
American, but control is to be shifted to 
Brazilian hands. 

Mexico is blocking expansion of U. S. 

lines in that country in an attempt to 
force the U.S. to grant special conces- 
sions to a swarm of Mexican lines that 
want to extend operations to Miami, 
Nogales, Phoenix, Los Angeles, San Di- 
ego, Laredo, San Antonio, Dallas and 
Fort Worth. 
{ Potential trouble exists in other coun- 
tries of Latin America. Most have shown 
no opposition to expansion of U. S. avia- 
tion as yet, but would be in a strong 
position to retaliate if necessary. 
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MAKING A CONNECTION AT RIO’S AIRPORT 


Venezuela has applied for landing 
rights in the U. S. for three lines. Failure 
to obtain certain routes might prompt 
restrictive action against Pan American 
or Chicago and Southern Air Lines, the 
two companies that CAB has licensed to 
operate to Venezuela from the U. S. 

Peru wants a route between Lima and 
Montreal, via Havana and New York. 
If the application for entry rights at New 
York were turned down, Peru could 
easily counter by making things awkward 
for two lines owned in the U. S.: Panagra, 
which serves Lima, and Braniff Airways, 
which intends to soon. 

Cuba, an important crossroads for air 
traffic between the Americas, can offer 
much or deny much to U.S. lines in 
future bargaining for additional rights in 
the U.S. for Cuban companies. Four 
lines owned in the U. S. now are licensed 
by CAB to fly to Cuba. Two lines of 
Cuban ownership now fly into the U. S. 
and a third has applied for permission. 

El Salvador has entered the field with 
two lines: TACA and a company called 
Aerovias Latino Americans, which hopes 
to open a line to New Orleans. 

Colombia has permission for two lines 
to the U.S.: Aerovias Nacionales de 
Colombia, and Lineas Aereas TACA de 
Colombia. 

Expansion of Latin-American aviation 
is just beginning. Some U.S. State De- 
partment officials already foresee the day 
when each of the 20 Latin American 
countries has its own air line to the U. S. 
Negotiations over rights for these lines 
must be cleared before full operations be- 
tween the two Americas can be reached. 
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Latin-American air lines want the same rights in the U. S. 
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INTERNAL RIVALRY MAY SHAKE 
NEW GOVERNMENT OF BOLIVIA 


Factions united only in hatred of 


old regime. Economic difficulties 


will encourage political instability 


Bolivia’s new Cabinet, which arose 
out of last week’s bloody revolution, now 
is seeking to consolidate its position as 
the civilian government of a country ac- 
customed to military administrations. 

Pressures from both inside and 
outside, however, are to make themselves 
felt increasingly, and eventually are to 
cause trouble. 

The mortality rate of governments in 
Bolivia is the world’s highest. No elected 
President ever has served out his term. 
Since 1930, there have been eight Presi- 
dents, not including Justice Cleto Cabrera 
Garcia, titular head of the present Gov- 
ernment. Six of these Presidents have 
been Army men, 

This instability springs from a variety 
of causes. Illiteracy is high. Standards of 
living are low. Transportation is difficult. 
The country has no seaport of its own. 
Large areas, although potentially pro- 
ductive, are sparsely populated; Bolivia 
has twice the area but only one tenth 
the population of France. 

And the economy of the country is 
based almost entirely on one commodity 
—tin. 

Most tin ores found in Bolivia are 
complex and hard to refine. The world, 
therefore, normally gets the bulk of .its 
tin from the simpler ores of Africa and 
the Orient. With Oriental mines out of 
production as the result of Japanese oc- 
cupation, Bolivia has been turning out 
tin at top speed and selling it at high 
prices. The U. S., the principal purchaser, 
built a smelter in Texas so that Bolivian 
concentrates: would not have to be 
shipped to England for refining. 

Bolivia is still selling all the tin she 
can produce, and the price is high. But 
the mines of the Orient are being re- 
conditioned. After they attain normal 
production, Bolivia will suffer unem- 
ployment. Tin, thus, eventually is to 
affect Governmental stability. 

{ Widely varying elements, ranging from 
Marxism to conservatism in their political 
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and economic beliefs, support the new 
Government. One magnet—opposition to 
the regime of Col. Gualberto Villarroel— 
drew them together into a Democratic 
Antifascist Front. Operating over a 
period of many months, despite severely 
repressive measures, they succeeded in 
routing the Villarroel Government and 
assassinating the President. Temporarily, 
they still are working together. 

Largest element in the Front is the 
Leftist Revolutionary Party (PIR), one 
of the two groups in the country which 
are well established politically. It ad- 
vocates a sweeping program of state 
socialism. Its leader, José Antonio Arze, 
is believed to be a follower of Com- 
munist ideals, but in the past he has not 
been identified with the Communist 
Party. 

Four parties, of small size and diverse 
aims, also are members of the Front. Two 
of them, the Liberal Party and the Genu- 
ine Republican Party, are conservative. 
The Republican Socialist Party consists 
principally of followers of Gen. Enrique 
Penaranda, whom Villarroel ousted from 
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TIN SMELTER IN TEXAS 


the Presidency. The last group, the Uni- 
fied Socialists, is mildly liberal. 

University students, who in Bolivia are 
politically militant, also are supporting 
the Government. 

Organized labor, in part, is giving its 
backing, but is badly split. Two federa- 
tions use the same name—Syndical Con- 
federation of Bolivian Workers (CSTB). 
One, whose membership is estimated at 
15,000 to 20,000, supports the Govern- 
ment and has a member in the Cabinet. 
The other, having a total strength that 
approaches 50,000, has not indorsed the 
Government; but the tin miners’ union, 
its largest faction, has been announced 
as a Government backer. 
© Two powerful elements, the owners of 
the tin mines and the military forces, are 
staving in the background. 

The mine 
child, Simén A. Patino and Carlos Ara- 
mayo—disliked the Villarroel Administra- 
tion, for it had established exchange 
controls designed to increase the share of 
mine profits retained in Bolivia. In addi- 
tion, Patino was the defendant in a tax- 
evasion lawsuit, and Hochschild had been 
charged with violating labor laws. The 
mine owners, therefore, favor the new 
Government now. 

The armed forces are giving the Gov- 
ernment at least lip service. Although 
formerly loyal to Villarroel, they became 
increasingly hostile in the months pre- 


ce 





Fs 


‘—Elwood M. Payne» 


Concentrates did not have to be shipped to England for refining 
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EX-PRESIDENT TORO 
May provide new leadership 


ceding the election. Air Force and Army 
officers attempted at least one revolution 
recently. Now the Chief of Staff has is- 
sued an order prohibiting members of the 
armed forces from holding public office. 
“In the struggle for power which is 
about to get under way, three of these 
elements are to be the principal antag- 
onists. 

The Leftist Revolutionary Party (PIR) 
will go along temporarily with the Gov- 
ernment as now constituted. Arze, the 
party leader, has stated that the PIR does 
not want to dominate the Government 
and that “national unity must be main- 
tained at all costs and the liberties of the 
people must be restored.” Later, however, 
the PIR probably will seek greater influ- 
ence in the Government, and eventually 
it will try to bring about economic reforms. 

The tin magnates, fearful of what a 
Marxist program would do to their hold- 
ings and their profits, will attempt to 
squeeze out the PIR. 





MINE-OWNER HOCHSCHILD 
Fearful of Marxist program 


The armed forces, chafing under the 
unaccustomed ban which keeps them out 
of public office, will seek representation 
in the Government. In their * pressure 
toward this end, they may have the lead- 
ership of such returned exiles as Lieut. 
Gen. David Toro, who was President in 
1936 and 1937. 

§ Forces outside also will seek to bring 
about changes in the make-up and poli- 
cies of the Government. 

The National Revolutionary Movement 
(MNR), powerful and sole party sup- 
port of Villarroel, is well organized. Its 
leader, Victor Paz Estenssoro, is reported 
probably to have been killed in the 
revolution. But the party will produce 
other leaders, and it can be expected to 
stir up trouble. 

Argentina, which aspires to leadership 
in South America, exerted strong influ- 
ence over the Villarroel regime. The revo- 
lution of December 1943, which placed 
Villarroel in power, was planned and 





BOLIVIAN TIN CENTER 
Most of its ores are complex and hard to refine 
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LATE PRESIDENT VILLARROEL 
Revolution ended Administration 


financed in Argentina, at least in part. 
The Villarroel regime co-operated closely 
with the Argentine Government. 

The downfall of Villarroel was a blow 
to Argentine prestige. It can be expected, 
therefore, that Argentina will attempt to 
re-establish her influence in Bolivia. 

Ties between certain officers of the 
Bolivian and Argentine armies are close. 
The Bolivian Army, therefore, is the 
channel through which Argentina is 
most likely to try to exert influence. 

Brazil, on the other hand, may attempt 
to bolster the present regime, for Brazil 
and Argentina are rivals for the use of 
petroleum deposits in Bolivia east of 
the Andes, and which are still largely 
undeveloped. 

For a time, the new Government of 
Bolivia can be expected to hold itself 
together on its civilian status. It is to 
make some advances toward the estab- 
lishment of democracy. 

Pressures, however, are to become in- 

creasingly apparent. Frictions are to 
develop. Old antagonisms and rivalries, 
temporarily submerged in the campaign 
against Villarroel, are to reassert them- 
selves. 
4 Changes, therefore, are in prospect. 
Initially, these changes may be gradual, 
for diplomatic recognition will have a 
stabilizing effect. Eventually, however, 
pressures are to increase. And, if demo- 
cratic elections are held, there will be 
disorders. : 

A major upheaval is expected not later 
than 1948, for by that time the resump- 
tion of tin production on a large scale 
in the Orient will produce economic 
troubles in Bolivia. 

Who eventually will win control is 
an open question now. But the Army, 
which in the past usually has risen to 
the top, may once more gain the as- 
cendancy. 
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USE OF STRIKE FOR POLITICAL ENDS 
INCREASING THROUGHOUT WORLD 


Indonesians quit work to win freedom 
from Dutch, Bolivians to oust dictator. 


Stoppages worry many governments 


Strike action is shaking political 
stability throughout the world. 

In the oil fields of Iran, strikes 
are bubbling out of British-Russian rival- 
ry. Indonesians are using the strike weap- 
on in their fight to win freedom from 
the Dutch. Bolivian workers quit their 
jobs to overthrow a dictatorship. Armed 
strikers in Italy threaten the new Repuk- 
lic, and France is striving to meet labor 
demands that may wreck the nation’s 
economic recovery. 

The pattern of postwar strikes now is 
clearer. The use of the strike as an in- 
strument of world politics is being ex- 
tended. On the national scale, organized 
labor still quits work to get more power, 
but frequently labor leaders sharing the 
responsibilities of government are on the 
defensive against strikes. 

Strikes thrive in the economic confu- 
sion left by war. The strikers themselves 
may seek only pay increases, but strikes 
thus begun slip into political channels. 
The U.S., which is well aware of 
this trend, now has 23 labor specialists 
attached to embassies and_legations 
throughout the world. Britain, Russia and 
France have similar observers. 
© World politics lie behind many strikes 
now current. 

Strikes in Iran have prevented the 
Anglo-Persian Oil Company from supply- 
ing oil needed by the British fleet in the 
Orient. These strikes, organized by the 
pro-Soviet Tudeh Party of Iran, inter- 
rupted negotiations under way for pay 
‘increases to the company’s 70,000 work- 
ers, half the industrial workers of Iran. 
The Tudeh Party now is preparing for 
parliamentary elections that may give it 
control of the Iranian Government. Brit- 
ish officials fear the strike in the oil fields 
may be the opening thrust in a Russian 
move to have the new Iranian Govern- 
ment cancel Britain’s valuable oil con- 
cessions. 

Similar strikes among native workers 
in the oil fields of Iraq, just west of Iran, 
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IRANIAN OIL WORKER 
Strikes roll into political channels 


brought British troops into the area to 
keep order. A settlement was reached, 
but both Britain and the U. S. are watch- 
ing for more trouble in the oil area of the 
Middle East, which is vital to both. 

Strikes in the Far East simmer with 
international politics. In some cases, de- 
pendent peoples use the strike to seek 
freedom from a colonial power. In others, 
the strike call, though based on economic 
objectives, is political in character. 

India is facing its worst labor crisis 
since 1928. British officials charge that 
Communist agitators help stir up unrest 
among India’s poorly paid millions. Mos- 
cow radio replies that the economic con- 
ditions of workers in British India are 
enough to bring strikes. In any case, 
Bombay virtually has been isolated from 
the outside world by a strike of post and 
telegraph workers. Strikes are spreading 
through Ceylon’s tea plantations, where 
landless workers want a share in agrarian 


reform. Railway, iron, steel and textile 
industries are threatened by a. strike 
movement that would paralyze the coun- 
try’s economic life. 

Nationalist leaders in Indonesia fre- 
quently call on organized labor for strikes 
to support campaigns for Indonesian in- 
dependence. Strikes still simmer in Singa- 
pore, where British authorities have de- 
ported six Chinese Communists charged 
with creating labor unrest. Strike organ- 
izers are busy among workers in British 
tin mines and rubber plantations on the 
Malay Peninsula. The French in Indo- 
china are striving to avert strikes among 
natives seeking autonomy. 

Labor solidarity sometimes embar- 
rasses labor leaders by backfiring. When 
the Communist-controlled union of dock 
workers in the Netherlands recently or- 
dered strikes in Amsterdam and Rotter- 
dam, Communist dock workers in Ant- 
werp, Belgium, promptly struck in sym- 
pathy. The Communist Party in Belgium, 
which at that time was following a “no 
strike” policy for its own political pur- 
poses in Belgium, had considerable diffi- 
culty in persuading Antwerp’s workers to 
go back to their jobs. ; 

“ National strikes for political gains keep 
governments or their domestic opposition 
busy throughout the world. 

Consumers struck in Britain to protest 
the Labor Government’s decision to ration 
bread. Some 350,000 housewives signed 
petitions to the Crown asking that bread 
be left on free sale. Much bread went 
stale in bakers’ show windows as many 
persons refused to buy. When the drivers 
of delivery trucks struck, too, the British 
Army took over deliveries. But, in general, 
British unions support the Labor Govy- 
ernment without strikes. 

A “semihunger strike” was developed 
by Japanese printers who considered one 
Tokyo newspaper too reactionary for their 
tastes. Printers went.to work with empty 
lunch pails and went home when they 
got hungry. Few newspapers reached the 
streets. 

In Eastern Europe, the governments 
of Poland, Romania, Bulgaria and Yugo- 
slavia, dominated by Russia, wink at 
strikes against non-Communist newspa- 
pers. The opposition press either vanishes, 
closes down or tempers its criticism of 
Communist policy. 
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Latin-American labor uses the strike 

to bring pressure on democratic govern- 
ments or to overthrow dictatorial govern- 
ments. Bolivian workers helped Bolivian 
students in their efforts to overthrow the 
dictator, Gualberto Villarroel. A regime 
of workers and students has replaced 
the dictatorship. 
{ Labor discipline is a vital factor in the 
postwar development of Western Europe. 
Political parties sponsoring labor unions 
in Italy and France now participate in 
government. Yet strikes rising from work- 
ers discontent threaten to wreck postwar 
planning and endanger the whole struc- 
ture of European economy. 

In Italy, the fundamental problem of 
low wages and rising costs is weakening 
the General Confederation of Italian La- 
bor, a loose combine of Communist, 
Socialist, Catholic and Republican labor 
unions. Premier Alcide de Gasperi, asked 
Italy’s armed forces to intervene if need 
be as strikes swept over the nation. Many 
strikes rose from the ranks without a call 
from the top; many were called by Com- 
munists to get wage rises refused by the 
Cabinet, which includes Communists. 
Continued strikes could undermine the 
whole foundation of the new republican 
regime. 

In France, where Communist co-opera- 
tion with the Government has kept labor 
working to lift production, the demand of 
workers for a wage increase of 25 per 
cent threatens to upset the delicate alli- 
ance of Popular Republicans, Socialists 
and Communists that has ruled France 
since liberation. 

Just four days before the general elec- 
tions in June, the French Communists 
broke their pledge to hold wages down 
by demanding a wage rise of 25 per cent. 
Nevertheless, the Communists lost votes, 
dropping to second place behind the 
Republican moderates. Now the Govern- 
ment, still a delicate combination of three 
parties, is trying to decide how to apply 
wage rises without wrecking balances in 
politics and economics. 

So great is the demand for wage in- 

creases from French workers that there 
is a real danger of strikes of gigantic pro- 
portions if the Communists, who control 
the General Confederation of Labor, are 
not satisfied. Many French workers who 
are not Communists would follow a Com- 
munist strike for higher wages. Recently, 
more than 100,000 workers, including 
thousands of Paris policemen, massed un- 
der the Eiffel Tower to demand pay 
rises. Similar demonstrations throughout 
the country keep tension high. 
* Higher wages and lower prices re- 
main the immediate demand of strikers 
throughout the world. To get what they 
demand, strikers may be turned toward 
revolution or counterrevolution. The sta- 
bility of many governments depends on 
the ability of labor leaders in those gov- 
ernments to maintain discipline among 
their followers. 
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UNREST AMONG INDIA’S POORLY PAID MILLIONS 
Labor troubles thrive in the economic confusion left by war 
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BIPARTISAN APPROACH TO PEACE 
AVOIDS U.S. MISTAKE OF 


Advice and support of leaders of 
both parties strengthen Byrnes’s 
position in Conference at Paris 


A political development inside the 
United States is beginning to play a 
major role in shaping world peace. 

This development is the emer- 
gence of bipartisan support for the Ad- 
ministration’s foreign policy in general 
and for the U.S. position at the Peace 
Conference in particular. 

It was the absence of bipartisan 
support, at the end of World War I, that 
made it impossible for the U.S. to sign 
the Treaty of Versailles and to join the 
League of Nations. Now, with the Repub- 
lican minority participating with the 
Democratic majority in the peacemaking, 
diplomats around the peace table at Paris 
see a U.S. newly equipped with the 
strength of unity. If it lasts, this unity 
is to be a force of deep significance in 
world affairs. 

When Secretary of State James F. 
Byrnes left Washington last week for the 
Peace Conference in Paris, he was careful 
to point out that Republican Senator Ar- 
thur H. Vandenberg and Demacratic Sen- 





W. AVERELL HARRIMAN 
American envoys in U. S. delegation at Paris for first World War II Peace Conference 
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ator Tom Connally—both of whom were 
at the airport to see him off—would come 
to Paris later. The ambassadors and other 
officials making up the U. S. delegation at 
Paris are primarily to assist Byrnes on 
technical problems. 

Implicit in Byrnes’s statement was con- 
cern lest the hard-won unity be jeopar- 
dized. The two Senators have accompa- 
nied and advised the Secretary during the 
meetings of the Council of Foreign Min- 
isters which drafted the treaties now be- 
fore the Peace Conference. When the 
Conference completes its recommenda- 
tions, which is all it has power to do, the 
Council of Foreign Ministers is to make 
the final decisions. At this point the Sena- 
tors will join Byrnes in Paris in order to 
arrive at a unified position. 

{ Question most Europeans and many 
Americans now are beginning to ask is 
how long this bipartisan support for the 
foreign policy of the U.S. will last. Will 
it survive the peace treaties with the 
minor powers, only to collapse when the 
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1919 


major treaties with Germany, Austria and 
Japan come along? 

Answer, or at least a significant clue to 
the answer, is to be found in the way this 
bipartisan unanimity grew. 

Beginnings can be traced to the po- 
litical campaign of 1940. With France 
fallen, and Britain in deadly peril, the 
Republican Party had to recognize the 
menace of Hitler and match the interna 
tional concern already expressed by a 
Democratic Administration. Republican 
“internationalists,” represented by such 
men as Senator Warren R. Austin of Ver- 
mont, battled behind the scenes with 
Republican “isolationists,” notably Sena- 
tor Vandenberg, to steer the Party away 
from isolationism. 

Result was a compromise in the party 
platform, satisfactory to neither side, but 
susceptible to varying interpretations. 

Republican internationalists now had 
their foot in the door, and began pushing. 
What they were after, and finally got, was 
the kind of international policy formally 
adopted by Republican leaders at Macki- 
nac Island, Michigan, in 1943. 

{ Bipartisan unity o1. foreign policy, in 
consequence, actually arrived in 1943. 

Republican leaders, at Mackinac Is- 
land, abandoned isolationism in favor of 
U. S. participation in a world organization 
to prevent war. The Mackinac Island 
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Officials in peace cabinet which will assist Secretary Byrnes on technical problems 


statement became the basis of the Repub- 
lican platform in 1944. 

Representatives in Congress, a few 
days later, voted overwhelmingly for the 
Fulbright Resolution, pledging the U. S. 
to participate in a world agency empow- 
ered to maintain peace. The vote was 
360 for, and 29 against. Republicans in 
the House voted 163 for, and 26 against. 

Senators, two months later, passed the 
Connally Resolution, incorporating lan- 
guage of the Republicans’ Mackinac Is- 
land declaration and of the 1943 Moscow 
Declaration which Secretary of State 
Cordell Hull had helped frame. The Sen- 
ate not only pledged U. S. participation in 
a world league, but urged its early estab- 
lishment. The vote was 85 for, and 5 
against. 

Underlying this change in the Republi- 
can position were two persuasive facts. 
© New weapons, Senator Vandenberg and 
other Republicans now agreed, destroyed 
any hope that the U. S. would always be 
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On Italian committee 


safe from foreign aggression. Long-range 
bombers and robot bombs narrowed the 
oceans and obliterated the isolationist 
position. A world organization to prevent 
aggression was called for. 

"| Co-operation between the major parties 
on foreign policy, in the meantime, had 
become the rule in the Democratic Ad- 
ministration. Remembering 1919, when a 
Democratic President went down to de- 
feat on foreign policy because of Republi- 
can opposition, Democratic leaders in 
World War II were determined on bipar- 
tisan unity on foreign policy. 

Cordell Hull, as Secretary of State, be- 
gan, as early as February 1942, secret 
conferences with congressional leaders, 
Republicans as well as Democrats, to keep 
them abreast of developments in world 
affairs. As a result, Republican sugges- 
tions combined with Democratic ones in 
the formulation of policy. 

President Roosevelt, determined to 
avoid repeating Wilson’s mistake of com- 
bining world league and peace treaty in 
the same document, pressed for organiza- 
tion of the United Nations in advance of 
the Peace Conference, and sought Re- 
publican support for this strategy. Repub- 
licans, in consequence, attended the con- 
ferences at Dumbarton Oaks and at San 
Francisco, contributed to drafting the 
U. N. Charter, and were in a comfortable 
position to vote for it. 

Secretary Byrnes, pursuing the same 
policy of co-operation under President 
Truman, keeps Republican leaders up to 
date on developments, invites and uses 
Republican advice in negotiations abroad, 
and as a result is in position to confront 
Foreign Minister Molotov of Russia, 
among others, with U.S. policies which 
Molotov, as well as Byrnes, recognizes to 
be firm. 

{ Votes in the U.S. Senate on key issues 
measure the firmness of this bipartisan 
unity. 

In the early years of the war, before 


the Republican leaders got together at 
Mackinac Island, roll calls showed a ma- 
jority of Republicans against repealing 
neutrality laws, against Selective Service, 
against Lend-Lease. But by 1944, the 
new policy of the Republicans made pos- 
sible, for example, a Senate vote on ex- 
tending Lend-Lease in which only one 
Republican voted no. 

Climax came with the question of join- 
ing the U. N. On that issue, after only six 
days of debate, the Senate last year ap- 
proved the U. N. Charter by a vote of 89 
to 2. This was in historic contrast to the 
1919 vote by which the Senate decided, 
53 to 38, against joining the League of 
Nations or approving the Treaty of Ver- 
sailles. 

Against this background the durability 
of bipartisan unity on foreign policy must 
be studied. 

Democrats, remembering 1919, go out 
of their way to proclaim that bipartisan 
co-operation on foreign policy pays. Ap- 
plause for co-operation sounds as sweet 
to Democratic as to Republican ears. 

Republicans welcome the chance to in- 
ject Republican ideas and _personalitie 
into foreign policy. As Republicans see it, 
only a failure of the Democrats to con- 
tinue genuine co-operation can destroy 
the present unity. And when Left-wing 
Democrats complain privately that the 
Republicans are, in effect, taking charge 
of foreign policy in a Democratic Admin- 
istration, the Republicans publicly deny 
the soft impeachment, privately rejoice 
in it. | 

All the signs are, therefore, that bipar- 
tisan unity is to continue to support the 
U.S. position at the Peace Conferences, 
perhaps extend to most phases of foreign 
policy. By contrast with the years after 
World War I, the U. S. now is to speak 
with a single voice. This means, among | 
other things, that the U.S. is to play a 
stronger role in world affairs than ever 
before. 
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Loan to Britain Removes 
Barriers to Free Trade 


AR-BORN TENSIONS in the economic life of Great 
Britain, that tightened mainsprings of trade in 
many corners of the world, have been considerablv 
relaxed by the $3,750,000,000 credit established by 
the United States. Now America’s former No. | cus- 
tomer has a breathing spell to reconvert her industry 
of which export trade is its lifeblood, and permit 
restoration of normal trade. 
Britain’s severe war trials gave rise to defensive 
trade practices, including various artificial import 
controls, that prevented healthy economic relations 
with the United States. 
Those barriers to an unimpeded flow of goods and 
services will disappear through operation of the 
Anglo-American financial agreement which will Exhausted by war, Great Britain was 
provide Britain with dollars badly needed for pur- forced to impose exchange controls, im- 


chases of imports. port restrictions and a “dollar pool” in 


Fe ae en oe eae ed Loutde cen, _ Sterling area countries which has severely 
I curtailed world trade. 


ling into dollars, including the immediate conversion 
of sufficient funds to pay for current transactions. 

Thus, American exporters selling to England and 
to the other countries in the sterling-bloc area will 
be able soon to get immediate payment for their 
goods. Payment has been impossible until now be- 
cause of the acute shortage of dollars, unless ex- 
porters were willing to accept a considerable 
exchange discount. 

Within a year, Britain also will end trade restric- 
tions, including the requirement of licenses for all 
imports. That system, in practice, discriminated 
against American imports in favor of Empire prod- 
ucts for which no dollar expenditures were necessary. 

Britain now will abandon the “dollar pool” that 
during the war drew to London all dollars received 
by any of the sterling area countries. The British 
Government has directed how those dollars could 
be spent, organizing purchases so that only the most 
essential imports, not filled by Lend-Lease, could 
be bought for dollars. 

Without the American loan, Britain might have 
been pushed into a system of economic regimenta- 
tion which would have continued to cripple severely 
American trade with all sterling area countries. 

With the loan, Britain is in a position to work 
with the United States and other nations in the 
development of the International Monetary Fund 
and the World Bank. 


Copyright, 1946, by World Repos With the loan from the United States, 
Britain now gets dollars for purchases, 
can remove many of the barriers, permit 
a free and expanded trade in dollars , 
beneficial to the United States. 
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(Disagreement among the victori- 
ous Allies on the question of repara- 
tions to be paid by Germany cuts to 
the very heart of the German prob- 
lem. 

(WORLD REPORT here gives you 
an analysis of the reparations ques- 
tion: How much should the Germans 
pay for the damage they caused in 
World War II and how should they 
do it?) 


A“ THE NATIONS that helped defeat 
Germany agree that the Germans 
ought to repay the United Nations for 
the loss and suffering caused by the war. 

This agreement on reparations is not 
working. The Big Powers fail to agree 
on how Germany shall be made to pay 
for the damage she wrought. The total 
sum involved is not large when judged 
by standards of war costs. The maxi- 
mum amount Germany has ever been 
asked to pay is 20 billion dollars, about 
a tenth of what the war cost U. S. tax- 
payers alone. Yet over this sum has 
arisen a disagreement that threatens to 
split Germany into at least two separate 
zones and divide Europe down the 
middle. 

The principle of reparations is the 
same as the civil law that requires a 
reckless driver to pay damages for 
injury to property and persons in an 
automobile accident. 

After the first World War, President 
Woodrow Wilson did not claim any 
reparations for the United States. The 
U.S. never had demanded that a de- 
feated enemy pay for the war. 

At the Versailles Conference, how- 
ever, the determination of the British 
and French to “make Germany pay” 
overrode all Wilson’s objections. Ger- 
many was presented with a bill for 33 
billion dollars, to be paid mainly in 
cash. Germany found it impossible to 
raise the necessary cash. Her attempts 
to do so placed an unbearable strain on 
Germany’s foreign exchange machinery. 
The German mark crumpled under the 
pressure: The German reparations had 
to be scaled down, and the United 
States loaned about two and a half 
billion dollars to Germany, which, as it 
turned out, was used to rebuild the 
country’s industrial power for the second 
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World War. It finally came out that 
Germany paid less than 10 billion dol- 
lars in reparations, a great deal of which 
went to cover costs of collection and 
the cost of occupying the Rhineland. 


YALTA AND POTSDAM 


President Roosevelt was determined 
not to repeat the mistakes of Versailles. 
His policy, based mainly on recom- 
mendations of Secretary of the Treasury 
Henry Morgenthau, Jr., did not stress 
reparations. The late President wanted 
to reduce Germany to an agricultural 
nation. Heavy industries were to be 
largely dismantled. Germany was to be- 
come a nation of farms and light indus- 
tries. 

If any reparations were to be paid at 
all, they would come from the excess 
factory equipment removed from Ger- 
many. By this process, the President 
reasoned, reparations would all be paid 
in a few years. The generation of Ger- 
mans that started the war would pay 
for it. 

In addition, there would be no cur- 
rency problem likely to produce sky- 
high inflation as in 1923. Also, it would 
be unnecessary for the United States 
to lend Germany money. Reparations 
would not be used as a cover for build- 
ing up German industries that might 
some day be turned against the civilized 
world in a third war. 

At Yalta (February 1945) President 
Roosevelt’s last conference with Gen- 
eralissimo Stalin and Prime Minister 
Churchill, the President was determined 
to make this view prevail. He found 
himself confronted, however, with a 
Russian demand for a heavy reparations 
bill. Stalin declared Germany should 
pay 20 billion dollars, half of which 
should go to Russia. Roosevelt opposed 
setting any exact price for reparations 
and, as the Yalta Agreement was pub- 
lished, it did not give any precise sum 
for German reparations. Roosevelt was 
under the impression he had won 
Stalin’s consent to his plan. As it turned 
out later, that was a wrong impression. 

It remained for the Potsdam Con- 
ference in July-August 1945 to reveal 
how wide was the split on reparations 
between Allies who could put their 
names to the same document. 


MAKING GERMANY PAY 


The Potsdam Agreement, worked out 
by President Truman, Prime Minister 
Attlee and Generalissimo Stalin, really 
incorporated two conflicting policies 
into one document. 

The Potsdam Agreement declares on 
one page that Germany shall be treated 
as an economic unit during the octupa- 
tion. Agriculture and peaceful domestic 
industries are to be stressed. Common 
policies shall be worked out for every 
phase of Germany’s economic life and 
applied uniformly in the four occupa- 
tion zones. Payment of reparations 
should leave enough resources to enable 
the German people to subsist without 
outside help. Envisaged was a weak 
but unified Germany getting along on 
a low standard of living but at least 
managing to live off her own resources. 

On another page, the Agreement pro- 
vides a blueprint for another type of 
Germany. For reparations purposes, the 
Agreement splits Germany into two 
parts. Russia is to take reparations for 
herself and for Poland from the area 
east of the Elbe River. Reparations for 
the United States, the United Kingdom 
and other countries are to be met from 
the Western occupation zone of Ger- . 
many. In addition, Russia is to get 25 
per cent of the excess capital equipment 
in the Western zones. Three fifths of 
this is to be sent to Russia in exchange 
for raw materials from her zone, the 
remaining two fifths going to Russia 
without any payment in return. 

The inevitable happened. Germany 
has been run under two, three and 
sometimes even four different policies. 

The Americans started out by stick- 
ing faithfully to the Potsdam Agree- 
ment. They began dismantling all heavy 
industries, shipped and _ earmarked 
plants for Russia, got started on the 
reconversion of Germany to a pastoral 
life. They found, however, that no food 
or raw materials were coming in from 
the Russian zone. The occupation was 
costing the United States 200 million 
dollars a year, and every sign indicated 
that the cost would go up rather than 
down. The United States, therefore, 
stopped shipping dismantled plants 
from its zone to the Russians. 

Uncertain now of the future of Ger- 
many, American officials are hanging 














Serious Disagreement Among the Allies 
That May Split Europe Down the Middle 


on to the industry in their zone, trying 
to make it productive enough to pay 
for imports needed to sustain the Ger- 
man standard of living. 

The British, who never thought well 
of the plan to destroy German heavy 
industry, have spent more effort on 
raising German production than on dis- 
mantling factories. Some few factories 
were shipped out to Russia, but the 
British have been more concerned with 
raising coal and steel output, so that 
Germany would not continue to cost 
British taxpayers 320 million dollars a 
year. They want German industry to 
contribute to the revival of Europe. 

France, ever fearful of a strong Ger- 
many, has consistently opposed German 
unity either for political or economic 
purposes. Production is geared to the 
needs of France. 

Recently, the French have modified 
their opposition to treating Germany as 
an economic unit, provided that the 
Saar coal area is annexed to France. In 
preparation for this, the French have 
enlarged the Saar Province by incor- 
porating nearby Rhineland areas into 
the Saar. They still oppose, however, 
any central German government. 


RUSSIA'S NEW ATTITUDE 


The Russians, when they first entered 
Germany, looted and stripped the coun- 
try of factory facilities. Now, however, 
they have discovered that a dead goose 
lays no golden eggs. Consequently, the 
Russians have changed their policy and 
now are doing more to expand German 
production than has been done in any 
other zone. They even have returned 
some factories to Germany that were 
taken away last year. German factories 
that remain in the Russian zone are 
working to their present limited capacity 
producing goods for Russia. 

In other words, the Russians now are 
taking their reparations from current 
production of German factories. This 
maintains German industry at a level 
of high activity. While factories languish 


in other zones of Germany and in lib- - 


erated countries of Europe, factories in 
the Russian zone hum with activity. 
This is the very build-up of German 
industrial strength that President Roose- 
velt went to Yalta determined to avoid. 





Further, the Russians have reverted 
now to Stalin’s original demand for 10 
billion dollars in German reparations to 
Russia, which Roosevelt thought he had 
buried forever at Yalta. Secretary of 
State Byrnes asserts that German terri- 
tory awarded to Russia and Poland 
contains assets worth 14 billion dollars. 
But Russia does not recognize this as 
reparations and continues to demand 
10 billion dollars. The only source now 
for such a sum would be from produc- 
tion of German factories, the factories 
that the Potsdam Agreement says are 
to be dismantled. 

The Russians insist, nevertheless, that 
they are not violating the Potsdam 
Agreement. The Agreement, compro- 
mise that it was, nowhere specifically 
forbids Russia to take reparations from 
German factory output. The docu- 
ment is written entirely in terms of 
taking reparations from excess factories 
shipped out of Germany. The presump- 
tion is that the remainder will be used 
to support the German economy. But 
there is no flat prohibition against run- 
ning German factories wide open to 
pour out products for Russia. 

Germany's economic future, mean- 
while, hangs in a twilight of uncertainty. 

The four nations occupying Germany 
agreed last March on a level of indus- 
try suitable for Germany in 1949. All 
machinery unnecessary to reach this 
level was to be shipped out as repara- 
tions to Allied countries. 

Some machinery actually was shipped, 
but now that there is little prospect of 
running Germany as a unit, each zone 
commander is keeping the machinery 
he has until some settlement is reached. 
The result is that German industry is 
not being dismantled as the Potsdam 
Agreement said it should be. Nor is it, 
except in the Russian zone, being re- 
stored to healthy activity. 

In two respects, at least, the modern 
way of making Germany pay is an im- 
provement over what was tried after 
1919. 

This time there is no currency prob- 
lem. Reparations will be paid in hard 
goods. The vital question remains 
whether these goods are to come off 
production lines or are to be the Ger- 
man factories themselves. But at least 


it is decided that Germany will not have 
to acquire dollars, francs, pounds and 
rubles to pay her reparations bill. 

This time, also, there is no question 
of Germany’s capacity to pay out of her 
existing equipment. The factories are 
there for the taking. Some experts argue 
that the level of industry chosen for 
Germany in 1949 is far too low, that 
it will make Germany the slum of 
Europe. Others argue the level is too 
high, that it will enable Germany to 
refashion a war machine too easily. 

There is no question, however, that 
the Allies can force Germany to pull 
in her industrial belt as far as they like. 
Russia, Britain and the United States 
have indicated recently they think the 
level decided on last March is too low. 
They seek a formula that will enable 
Germany to pay reparations without be- 
coming a public charge. But any stand- 
ard of living decreed by the Allies for 
Germany can be enforced. 

Thus, there is this much agreement: 
Germany ought to pay. Germany ought 
to pay in goods, not in money. Germany 
can pay. Disagreements start at this 
point. 


TUG OF WAR 


The argument over how to extract 
the payment now has turned into an 
international dispute that far overshad- 
ows reparations. What is happening is 
a tug of war between Russia, on the 
one hand, and the Anglo-Americans, on 
the other—with the French really on the 
side lines. Germany is the tug rope. 

The struggle is to determine whether 
Germany will be pulled into the Rus- 
sian or the Anglo-American camp. In 
the course of the struggle, the rope may 
tear apart. Germany may be split in 
two, each side holding half of Germany. 
Hope has not been lost that a tug of 
war will become unnecessary, that Ger- 
many can be run as an economic unit, 
as Potsdam provides. But that hope 
is fading and that is why the United 
States and Great Britain are now agreed 
in principle to link their zones of 
Germany economically. Later, they 
will join any other zone that wants to 
co-operate. 

The danger ahead has been phrased 
by Edwin W. Pauley, U.S. Reparations 
Commissioner: 

“We must see to it that the nations 
of the world do not play the fatal game 
of power politics with Germany and 
place her in the position where she can 
offer the might of Europe to the highest 
bidder.” 
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INDUSTRIAL DIAMONDS 
FIND NEW MARKETS 


Uses in civilian manufacture keep 


up wartime sales. Stones cease to 


be mere by-product of gem mining 


The wartime boom in industrial 
diamonds, contrary to expectations, is 
continuing with such strength that a per- 
manent market in the stones is develop- 
ing alongside of the highly lucrative trade 
in gem diamonds. 

No longer is the industrial dia- 
mond either a lowly by-product of gem 
mining, its prewar status, or a material 
made suddenly strategic by the wartime 
need for precision cutting and grinding 
tools. 

Now, with all controls removed, 
industrial diamonds are coming into their 
own as a material used in civilian manu- 
facturing. Dealers are confident that 
present fluctuating prices will give way 
soon to stable values for the commodity. 

Extent to which the new importance 

of the inferior stones is being recognized 
is shown in the establishment by the 
London diamond monopoly of a new 
selling syndicate—Industrial Distributors, 
Ltd.—to meet criticisms of American 
customers that the diamonds for use in 
industry should be priced separately 
and not left to the vagaries of the luxury 
gem market. 
{ World sales of industrial diamonds in 
1946 are expected to reach a dollar value 
of 20 million, about 25 per cent of the 
anticipated total trade in all diamonds. 
Both figures are being held down only 
by the inability of production to keep 
pace with demand, but are larger than 
they otherwise would be in comparison 
with the 1945 all-time high of 104 
million dollars in world sales because 
of price increases. Sales of industrial 
stones last year amounted to 14 million 
dollars. 

Gem diamonds accumulated during 
the war made possible the record busi- 
ness last year. Now current production 
must be relied upon, and reopened mines 
cannot get operating fast enough to meet 
the demand. With more money available, 
many marriages deferred by the war and 
numbers of people seeking diamonds as 
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an investment hedge against inflation, 
fantastic prices for the more valuable 
stones are being offered all over the 
world. 

Industrial diamonds were depressed in 
price by the London syndicate through 
the war years as a gesture to help the 
United Nations war effort. They sold at 
an average of $2.50 a carat. Common 
crushing bort, coarse material powdered 
for use in abrasive wheels, represents 
about 80 per cent of industrial diamond 
consumption. It was given an entirely 
fictitious price of 53 cents a carat. Now 
the better industrial stones are up 30 per 
cent and bort has returned to the prewar 
figure of $1 a carat. 

{ Demand by weight for industrial dia- 
monds obviously will not run as high as 
during the peak periods of arms manu- 
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DIAMOND CUTS DIAMOND 
Lowly by-product comes into its own 





facture, but, unless cheaper substitute 
are developed, will be sufficient to make 
it a profitable part of the diamond in- 
dustry. Unlike the gem stones, industrials 
are consumed in use and must be replaced 
constantly. | 

Top customers for industrial stones are 

the United States, Great Britain, Canada 
and Russia. Prior to the war, German 
industry also provided a_ substantial 7 
market for bort. 
{ Supply is largely controlled in London, 
with production of the Belgian Congo 
and South African fields handled by the 
syndicate there, popularly known in the 
United States as the DeBeers Group. 
In the Western Hemisphere, diamonds 
are found in Brazil, British Guiana and 
Venezuela, but not yet in sufficient 
quantity to interfere with the operations 
of the London syndicate. 

Brazil, which once led the world in 
diamond production, now delivers about 
5 per cent of total output, but that figure 
may well be stepped up sharply by 
discovery this summer of rich diamond 
beds in the States of Piaui and Goiaz. 
One miner working in the latter deposit 
has taken out $10,000 worth of stones 
in a single week. Interest of American 
manufacturers in Brazilian “carbonados,” 
a term for industrial diamonds, was 
shown during the war when the U.S. 
Metals Reserve Corporation contracted 
for 300,000 carats annually. 

{ Peacetime uses of industrial diamonds 
include the following: For lathe tools, 
for rapid and accurate machine finishing 
of metals, for dressing and truing abrasive 
wheels, for boring crowns on core drills, 
in circular saws for stone cutting, for 
etching and engraving, for dividing other 
diamonds, for glass cutting, and for dies 
used in drawing wire. Value of the stone 
is illustrated, for example, by the fact 
that between 300 and 400 tons of molten 
copper can be drawn through a tiny | 
hole drilled in a diamond die before 
any significant enlargement of the hole 
is detected. If the die were made of the 
hardest steel, it would have to be replaced 
before five tons of copper had passed 
through it. 

{{ Immediate future for industrial dia- 
monds, with such a variety of uses, is a 
bright one. The diamond industry has 
just inaugurated a research program at 
Johannesburg to find other economical 
uses for industrial stones, indicating its 
desire to assure a permanent demand. 
If prices become stabilized soon at a 
reasonable level and artificial substitutes 
at lower rates do not make their appear- 
ance, the market for industrial diamonds 
is reasonably expected to thrive for many 
years to come. 
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Prices of U.S. imports and exports are heading higher. New price 
"controls" will aid the trend. 

Price ceilings on imported commodities will be increased or re- 
: moved whenever the world price exceeds the OPA ceiling, and importa- 





tions into the U.S. are therefore cut. The idea is that raising or 

removing ceilings will stimulate world production, resulting in even- 
tual equilibrium of supply and demand. Expected result would then be 
lower prices. But production usually cannot be raised overnight. 
Withholding of supplies from the U.S. or world market could induce 
| scarcity prices. Apparently this maneuver also could induce higher 
U.S. ceilings. It has been tried successfully before. 
| However, in agricultural commodities, no ceilings can be imposed 
unless Secretary of Agriculture Anderson certifies the commodity is in 
short supply. His discretionary power is considerable. 

Most agricultural imports -= cocoa, sugar, pepper, hides, vege- 
table oils -=- are in short supply. U.S. ceilings on these, as well as 
on coffee (not in short supply), evidently will have to be raised. 
Part of the take will go to world producers and middlemen. 














Prices on U.S. exports -=- mainly manufactures -- will edge 
upward as the new pricing formula, based on 1940 prices plus average 
increases in costs since then, takes hold. 

But competition for markets overseas may be sharp, and export 
prices of U.S. manufacturers will reflect these conditions. 

. All in all, the steadying factor of U.S. price controls in months 
past is to disappear in world markets, now short of almost everything 
conceivable. Superior buying power of the U.S. will now be felt ina 
blunt way. 











Only one other country--Russia--is equipped to bid as lavishly as 
the U.S. on world markets. 

Russia's trade tactics now are falling into adefinite pattern. 
she is largely self-sufficient, really needs few products from the 
outside, but finds political advantage in bidding up prices of prod- 
ucts wanted by the Western Powers. 

In Uruguay, for example, Russia's offer to buy all exportable 
wool, hides, and meat at above-market prices has made quite a splash. 
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(Continued) 


Actually, when offered hides recently by Argentina, Russia balked. 

From Denmark, the Russians offer to buy all surplus dairy products 
for three years, will pay whatever the Danes ask. Meanwhile, 
Britain's offer for the same products is too low, the Danes think. 

In Sweden, the Russians seek to buy all the electrical machinery 
that can be produced for the next five years--but with Swedish credits. 
Upshot would be a complete re-orientation of the Swedish economy east- 
ward. Swedes are chary but want to stay friends with Russia. 

In contrast to such lush offers, the Russians say British prices 
are too high for power equipment and machine tools now on order. 

It all depends on whose back is being scratched. 

Russia's buying goals in the U.S. are treated on page 10. 











Russian policies on trade annoy U.S. officialdom, which seeKs a 
return to multilateral trade by private firms instead of government- 
to-government trading. But Russia is considered unchangeable as far as 
reform is concerned. Not so Britain. 

That's why Washington takes a serious view of the Anglo-Canadian 
wheat agreement which again shrinks the area open to private trade. 
Britain will buy most of Canada's export wheat for the next four years; 
price for the first two years is well below the market. 

U.S. objections to the deal were overridden but formal signing 
was delayed until the U.S. loan to Britain was approved. 

Washington calls the agreement a violation of the spirit of the 
U.S. trade proposals which Britain agreed to support. 

London points to government purchasing of foreign materials by 
the U.S.--sugar, copper, tin, rubber. U.S. says these are temporary. 

Basically, Britain wants stabilized prices over long periods for 
the commodities she must import. Government purchasing is the answer. 
Britain has no apparent intention of altering this policy. 

Divergent interests of the two countries foreshadow difficul- 
ties in the international conferences on trade starting in October. 

Clash in trade policies of the biggest of the commercial nations 
is covered in the story on the wheat agreement on page 16. 























Special emissaries will be sent shortly by the U.S. State Depart- 
ment to countries which are major traders to try to drum up support for 
the U.S. program of reducing preferences and barriers. 





Heartening reports on world crops to be harvested in the next few 
months again may overplay the actual situation, as happened last year. 
Crops tend to look big on paper, small in the eating at the end of the 
crop year. 

Fact to remember is that world reserves of grain and other foods 
are extremely low or nonexistent, making present harvests and weather 
factors of extreme importance. 

scramble for food in India, China, Southeast Asia and the Philip- 











pines is likely to continue to breed political and economic unrest. 
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BRITAIN IS SETTING A RECORD 
IN DRIVE FOR MARKETS ABROAD 


75 per cent gain over 1938 level 
is goal before meeting home needs. 
Problem is to retain advantages 


Britain’s drive to build up exports 
is beginning to pay off. British sales to a 
world starved for goods have more than 
doubled in six months. Already they are 
larger than before the- war. 

The chances now are excellent 
that Britain will export 75 per cent more 
goods this year than in 1938. With prices 
up, the world may expect to pay Britain 
almost double the 2'2 billion dollars her 
annual exports were worth before the war. 

“The success of the export drive is ex- 
ceeding most optimistic expectations,” 
Edwin J. Drechsel, staff correspondent for 
World Report, cabled from London last 
week. “July’s figures are the best yet. The 
only brakes on the export picture are the 
coal shortage and the rising costs of labor 
and materials.” 

To cash in on a seller’s market, English- 
men are working as hard now as they did 
in war. They are doing without goods at 
home in order to restore their trade 
abroad. The big question is whether that 
trade can be maintained when de- 
mand slackens and competition begins 
to develop. 

For the moment, Britain is concentrat- 
ing on immediate problems. Markets 
abandoned during the war, when exports 
fell off 71 per cent, are being regained. 
Foreign credit is being established from 
sales to help pay for vital purchases of 
food and raw materials. 

British industry is mobilized to produc- 
tion for export. The living standard at 
home is to be kept at a level below that of 
wartime until exports are 75 per cent 
greater than before the war. Then Britain 
can begin paying for imports. 
© Sales abroad in May, the best month in 
the first half of 1946, show how British 
exports are soaring. The accompanying 
chart sets out the variety and volume of 
the goods Britain is selling overseas. Here 
are other examples, compared with May 
1938: 

Trucks and busses. Exports totalled 
2,655, ten times greater than prewar. 


Motorcycles. Sales for May were 6,650, 
six times those before the war. 

Aluminum. 40,000 tons were shipped, 
four times as much as in May 1938. 
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Moving pictures. May exports amounted 
to 8% million feet of film, four times 
greater than in 1938. 

Razor blades. Sales of 39 million were 
three times the May 1938 volume. 

Safety razors. 480,000 were exported 
in May. That is three times as many as in 
a corresponding period before the war. 

Tractors. Exports amounted to 2,652 
tons, triple the May 1938 sales. 

Electric light bulbs. Exports numbered 
3,333,000; twice as many as for the cor- 
responding period in 1938. 

Nails. May shipments totaled 744 tons, 
a 100 per cent increase over May 1938. 

Steel. Exports of 256,000 tons were 60 
per cent ahead of the May 1938 figure. 

Machine tools. Sales came to 3,927 
tons, 30 per cent more than in the same 
period before the war. 

A new pattern is showing up in British 
export trade. Finished goods, which the 
world needs most, are leading the list of 
exports. Britain, which~ once produced 
four fifths of the world’s exports of coal, 
two thirds of its textiles and half of its 
ships, now is concentrating on iron and 
steel, agricultural and industrial machin- 
ery, vehicles, electrical equipment, chemi- 
cals and rayon. 

Even in the first quarter of this year, 
exports of iron and steel were 51 per cent 
greater than in the same quarter in 1938. 
Exports of machinery were 83 per cent 
greater. Cutlery, hardware and tools were 
39 per cent ahead. Electrical goods were 
up 41 per cent. Sixty-five per cent more 
chemicals were exported, and 45 per cent 
more rayon. 

On the other hand, 86 per cent less coal 
was exported; 60 per cent less cotton, 
and 85 per cent fewer ships. 

Markets for British goods are,’by and 
large, the same ones Britain had before 
the war. Germany, in 1938 Britain’s best 
customer outside the Empire, now is 
gone. But Germany also was Britain's 
closest competitor for second place in the 
export race behind the U.S. More than 
half of British exports still go to the 
Empire. 

India, South Africa and Australia are 
the best customers for heavy machinery. 
India alone is taking as much as Russia 
did during the war. Scandinavia and the 
Low Countries are taking a big share of 
British consumer goods. Only 25 per cent 
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of British drugs and chemicals go to non- 
Empire countries. Half of Britain’s auto- 
mobile exports go to the Empire. Middle 
Eastern markets have come back in a big 
way. The chartshown below shows how 
business has improved in many of Brit- 
ain’s key markets overseas. 

‘ There now is no problem in finding 
markets. World demand is at a peak. Brit- 
ain hopes to gain a competitive advantage 
by meeting that demand first. 
€{ The record so far shows more British 
goods going into world markets every 
month. The rate of increase is about 10 
per cent per month. 

The quantity of goods exported in the 
first quarter of this year was 16 per cent 
less than for the same period in 1938. 
Exports for the second quarter were up 
to the 1938 level. July set new export 
records with volume a third greater than 
in 1938. 

Prices are so much higher than before 
the war that exports now bring in a 
greater return. For the first half of 1946, 
the value of exports was 36 per cent 
higher. In July alone, exports brought 60 
per cent more than they did in July 1938. 

Total return on British sales abroad in 
the entire year 1938 amounted to 2% 
billion dollars. For the first half of this 
year, the return was $1,700,000,000. For 
July alone, the value of exports was more 
than 400 million dollars. Exports of China 
in one month of this year furnish a good 
example of rising values. The volume 
equalled that of 1938, but the value was 
four times greater. 

Behind the record of booming exports 
is planning and control. The Government 
controls materials and man power, and 
British producers have earmarked a large 
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part of their output for export. Before the 
war, only 15 per cent of British industrial 
production went abroad. Now export 
takes 50 per cent of the automobiles, 33 
per cent of the trucks, 60 per cent of the 
motorcycles and bicycles, 75 per cent of 
the sewing machines, 38 per cent of the 
radios, 50 per cent of the machine tools, 
65 per cent of the gasoline engines, 25 
per cent of the time pieces, 50 per cent 
of the cameras and 100 per cent of the 
pianos and fancy laces. 

The absence of major strikes has given 

Britain a jump on other producers in the 
world. Despite shortages at home, most 
Englishmen see the urgency for building 
up their export trade. More than 1,250,- 
000 persons, 30 per cent more than 
before the war, now are producing goods 
for export. 
{| Britain’s task is made more urgent by a 
14 billion dollar debt to other countries. 
The solution of that problem depends to 
an important extent on her ability to 
maintain a high level of exports. 

For more than 100 years, Britain has 
been an industrial country depending for 
existence on imports of food and raw ma- 
terials. As such, Britain has been the 
world’s biggest importer. Before the war, 
her imports were twice as large as her 
exports and were worth 2 billion dollars 
more. Half the cost of imports was met by 
exports. Most of the balance was paid for 
by returns from British shipping, foreign 
investments, commissions and insurance. 

Now many of Britain’s investments 
overseas are gone, sold before Lend-Lease 
to help pay for war materials. Her mer- 
chant fleet has been reduced 30 per cent 
by the war. Exports thus become the key 
to her economy. Loans from the U.S. and 


Canada are to be used in the immediats 
future, while export trade is being built” 


up, to make up the deficit between im- 
ports and exports. Britain’s over-all deficit 
for this year probably will be close to 
3 billion dollars. 

Favorable factors for the future of 
British exports are the rising prices in the 
U. S. which give Britain an edge in world 
markets; the loans from the U.S. and 
Canada, which enable Britain to import 
raw materials needed to build up export 
production, and gains now being made 
in developing markets for the future. 

Difficulties facing the British export 

program center around shortages of ma- 
terial and labor. Coal now is being ex- 
ported at the rate of 8 million tons a year 
compared to 36 million tons before the 
war. The coal shortage has caused many 
British textile plants to shut down. This 
situation is expected to get worse next 
winter. Iron and steel exports probably 
will fall off as increased supplies are di- 
rected into domestic channels. The rising 
cost of labor and raw materials is still 
another limiting factor. 
§ All in all, Britain’s export trade is ex- 
pected to continue growing, to help her 
get back in the black. The value of sales 
abroad for 1946 is expected to amount to 
more than 4 billion dollars. The volume of 
exports will probably be at least three 
fourths greater than it was in 1938. 

Once the pressure of demand eases, 
Britain hopes to keep many customers, 


because she delivered the goods when — 


they were needed. New industries in 
India, Australia and Latin America are 
expected to increase purchasing power in 
those countries and thus create still more 
demand for British goods. 
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£5,632,441 


£ 6,400,181 
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Britain’s Growing Export Trade: 1938 and 1946 
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DENMARK 
£ 3,945,265 
£5,992,123 
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UNITED STATES 
£ 5,120,909 : — : 
cuneecune € 6,004,617 
ARGENTINA » AFRICA ECYPT PALESTINE BRITISH INDIA AUSTRALIA FRANCE 
£1 yell £ 4,834,504 £9,873,376 £ 2,172,254 £383,561 £8,441,188 £9,541,226 £ 3,781,722 
€ 2,123,597 ¢ 4,076,773 € 5,786,786 €2,902,086 €15,884,898 € 12,328,022 ¢ 8,650,780 
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§ LEADER of the Republican minority 
in the U.S. Senate on questions of 
foreign policy, Senator Arthur H. Van- 
denberg of Michigan is in a position to 
say whether or not the Senate will ap 
prove the peace treaties that Secretary 
of State James F. Byrnes now is negoti- 
ating in Paris. The Democrats, by them- 
selves, can count on only 56 of the 
Senate’s 96 votes. It takes two thirds to 
ratify a treaty. 

Whether Senator Vandenberg will 
swing his Republican colleagues toward 
approval of the treaties remains to be 
seen. There is a hint of his decision, 
however, in the record of his career and 
his relations with Secretary Byrnes. 

{ Vandenberg’s career has been undevi- 
atingly Republican. He was born, in 
1884, in the Republican town of Grand 
Rapids in the usually Republican State 
of Michigan. His grandfather was a 
delegate to the Republican convention 
that nominated Abraham Lincoln for 
the Presidency. The Senator’s father, 
after the panic of 1893 had ruined his 
business, advised the boy: “Always be a 
Republican.” He has followed the advice. 

Appointment to the U. S. Senate, after 

a successful career as editor and author, 
came in 1928. Subsequently, Michigan 
voters elected him by a sizable majority, 
which they have increased in two elec- 
tions since. He is up for election again 
this year. 
{In the Senate, foreign issues, rather 
than domestic issues, have brought fame 
and power to Senator Vandenberg. Or- 
atorical ability, applied to U.S. foreign 
policy, and an ability to work with all 
elements in his Party have won for him 
the role of Republican spokesman on 
foreign affairs. The Senator's conversion 
from isolationism to collective security 
through a world organization has seemed 
to heighten, rather than diminish, his 
influence in the Senate. 

The record of Senator Vandenberg’s 


_ conversion, in fact, is also the record of 


a general Republican conversion. Early 
in the war, for example, Vandenberg 
voted against relaxing neutrality legisla- 
tion, against conscription, against ex- 


. tending the Reciprocal Trade Agreements 
Act and against Lend-Lease. Most Senate. 


Republicans voted the same way. But 
by 1948, and thereafter, the record 
shows the Senator from Michigan, and 
most Republicans, voting for Lend-Lease, 
for extending the Trade Agreements Act, 
for the United Nations Charter and for 
the World Bank and Monetary Fund. 
{ As leader of the Senate minority on 
foreign affairs, Senator Vandenberg has 


become an object of constant solicitude 
to a Democratic President and Secretary 
of State. Invited to join the U.S. delega- 
tion to the San Francisco Conference 
that drew up the U. N. Charter, Senator 
Vandenberg has spent a good share of 
his time since in attending international 
conferences, either as a U.S. delegate or 
as an adviser to Secretary Byrnes. 

It was a speech by Senator Vandenberg 
in the Senate in January 1945 that pro- 
vided the basis for Byrnes’s recent offer 
of a four-power treaty to keep Germany 
disarmed. It was the influence of Senator 
Vandenberg, apparently, that persuaded 
Byrnes not long ago to adopt a policy 
of firmness toward Russia. Earlier, sug- 
gestions of Senator Vandenberg took 
root in those parts of the U. N. Charter 
that make the General Assembly a town 
hall of the world. 

From this record, the odds suggest 
that Senator Vandenberg and Secretary 
Byrnes will work together when the time 
comes for a vote on the peace treaties. 





—International 
SENATOR VANDENBERG 
He’ll always be a Republican 


CHOU EN-LAI: China’s Communist Spokesman 


O" AND ON for a decade, through 
uneasy truces and intermittent civil 
war, China’s No. 2 Communist, Gen. 
Chou En-lai, has sat across the council 
table from Generalissimo Chiang Kai- 
shek in an effort to negotiate peace for 
China. 

Fifteen years ago, Chiang offered a 
$100,000 reward for Chou’s head. But, 
10 years ago, Chou helped save Chiang’s 
life. Ever since, Chou En-lai (pronounced 
Jo En-lye) has been Red China’s only 
“Ambassador” to Chiang’s National Gov- 
ernment. 

Today, at Nanking, Chiang’s Capital, 
Chou still is negotiating (see page 5), 
though conflicts between Communist and 
National Government troops only a few 
miles away frequently make these ne- 
gotiations seem futile. 

A soft-spoken scholar who _ turned 
revolutionary, Chou speaks English in 
cultured tones. He was educated at 
schools in Tientsin backed by American 
missionaries. At 48, his face is still un- 
lined. 

{ Night worker. The Communist leader 
lives and works in a walled-in bungalow 
near a dirty-green canal on the edge of 
Nanking. The tiny compound, entered 
from a cobblestoned alley, is an anthill of 
activity during the day. But Chou’s real 
activity begins at midnight. He frequently 
studies peace plans, outlines strategy and 


writes reports until dawn. He is in daily 
radio communication with Mao Tze-tung, 
chairman of the Communist Party, at 
far-off Yenan in China’s Northwest. 

The son of a great Mandarin family, 
which held important posts under the 
Manchu dynasty, Chou was jailed in 1919 
for leading a student demonstration at 
Nankai University in protest against the 
tyranny and corruption of war lords. At 
Tientsin prison, he met a girl revolutionist 
named Teng Ying-ch’ao, who later be- 
came his wife. 

Released, Chou went to Europe, 

studied political science in France, Eng- 
land and Germany for two years, and 
organized a branch of the Chinese Com- 
munist Youth in Paris. On his return to 
China in 1924, he became chief of the 
political department of Whampoa Mili- 
tary Academy under Chiang Kai-shek. 
{ Revolutionist. At 28, the Communist 
leader was sent to Shanghai with instruc- 
tions to stage an insurrection to aid 
Chiang Kai-shek’s Northern expedition 
against the war lords. Two uprisings 
failed. A third, on March 21, 1927, 
brought out 600,000 workers on general 
strike. When Chiang Kai-shek’s armies 
arrived a few days later, Chou turned 
the city over to him. 

A month later, Chiang staged his 
Rightist coup. Communist and _ labor 
leaders were arrested and beheaded. 
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Here comes the Chushu train 


Near Chushu, in Korea, you 
might nowadays have to wait at 
a trail crossing to let a train like 
this one go by. It’s a slow freight, 
to be sure . . . but as a symbol of 
re-awakening commerce in the 
Orient, and of opportunity for 
American industry, it’s pretty ex- 
citing. ; 

Even now, at the great ports of 
Seattle, Tacoma, and Portland, 
the first trickle of Manchurian 
furs, Chinese teas, Japanese silk 
and Burmese rubber is coming 
onto the wharves. And that calls 
to mind the fact that—regardless 
of present postwar confusion— 





the day must come when millions 
in Asia will climb the path of 
progress with American tools, in 
American shoes. 

Northern Pacific has been look- 
ing ahead, and planning ahead, 
to expedite import-export traffic. 
At Seattle, Portland, Chicago and 
New York we have men special- 
izing in foreign trade. They know 
about customs, tariffs, available 
cargo space, ship sailings and ar- 
rivals. Let this N. P. import-export 
service prove to you that the Main 
Street of The Northwest extends 
across the Pacific, too! 
NORTHERN PACIFIC RAILWAY 









—International 


GENERAL CHOU EN-LAI 
Of Mandarin descent 
















Chou, captured and ordered executed, 
escaped with the aid of a young Na- 
tionalist officer who had studied under 
him at Whampoa. 

The young revolutionary made his 
way up the Yangtze River to Communist- 
held Hankow. Later that year, he took 
part in the famous August First uprising 
at Nanchang against Chiang. Then he 
took charge of the Swatow rebellion, 
holding that great Southern seaport 
against foreign gunboats and war lords 
armies for 10 days. When Swatow fell, 
Chou escaped to Communist-held Can- 
ton. When Canton fell, he fled again 
and joined the Shanghai underground. 

In 1931, Chou became political. com- 
missar to General Chu Teh, then and 
now Commander in Chief of the Chinese 
Red Army. Later in the civil war between 
Chiang’s armies and the Communists, 
Chou commanded Red divisions in the 
field. He became vice chairman of the 
Communist Military Council and a mem- 
ber of the Politburo. 

Chou’s emergence as chief negotiator 
for the Communists with the Kuomintang 
came in 1936, when Chiang was kid- 
naped at Sian by young officers of a 
Manchurian war lord, the “Young Mar- 
shal” Chang Hsueh-liang. The young 
officers, Manchurians, had mutinied 
against continued civil war and wanted 
to fight the Japanese, who had invaded 
their homeland. They demanded that 
Chiang be tried for treason. 

Chou headed a Communist delegation 
to Sian. He argued that only Chiang 
could unite China against the Japanese, 
and he won the Generalissimo’s release. 
The next year a united front of the 
Communists and Kuomintang, which 
Chou had broached with Chiang at Sian, 
came into being. Soon afterward, Chou 
became the Communists’ “Ambassador” 


to the National Government. 
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Life Around the World 


Democratic Stockholm a shopper’s heaven, 


with prewar plenty—but postwar prices 


STOCKHOLM 

I’ YOU STILL ARE TROUBLED by shortages 

and bad distribution, sit down and 

dream of a clean and beautiful city where 

there are silk stockings, white shirts, but- 

ter and plenty of your favorite American 
canned fruits and vegetables. 

This is not a dream in Stockholm; it 
is magical reality. Prices are stratospheri- 
cal, but quite bearable to anyone emerg- 
ing from the dreariness of Germany. Just 
to look into windows, block after block, 
laden with the world’s best merchandise, 
is to start a mental journey back to peace- 
ful prewar days. 

Silk stockings you want? Real silk? 
A half-dozen pairs? Or a dozen? Make 
your choice. The price is from $1.60 to 
about $10 a pair. The Swede, making 
more money than ever before in his life, 
seems able to afford these things. 

White shirts? Name the size, and place 
from $4 to $9 per shirt on the counter. 
Chances are that those shirts will bear 
the trade-mark of one of your better- 
known firms at home. I bought a half- 
dozen white handkerchiefs, $1.75, marked 
“Made in America by .. .” 

This one will really hurt, if you are 
waiting for that new car. Which Ameri- 
can make is your choice? A big car or a 
small car? If you order now, you may 
expect delivery four weeks hence for one 
of the better-known cars. If you can 
afford one of the big models, there is 
a good chance of immediate delivery. 
Deliveries range from immediate through 
two to six weeks. This applies to British 
as well as to American products, because 
the British are trying hard to move into 
the market. Prices are only slightly above 
those in the U. S. 

A friend who should know tells me 
there are more American cars on the 
streets of Stockholm, in relation to the 
city’s size, than in any American city. 


Watching them whizz by, both British 
and American, is enough to convince. 
The reason is that this is one of the best 
of foreign-car markets, and American ex- 
porters made a special effort to get in 
early and try to corner it. 

Some of the other things on sale: elec- 
tric refrigerators, ladling spoons, forks, 
pots and pans and anything else needed 
for the kitchen; rugs, draperies, real silk 
for making dresses and linens. Then there 
is a Swedish-made electric mixer that will 
mash potatoes, churn butter, whip cream, 
or grind meat. Larger than the American 
type, I am sure, from a casual shop-win- 
dow examination, that it also will wipe 
the dishes and clean the rug. Certainly, 
it could be used to shine shoes. 

Stockholm was my home for a year, 
1939-40, and every day I have the feel- 
ing that “this is where I came in.” Noth- 
ing is changed, except for the better. The 
same stores show the same or better mer- 
chandise. The departments in my favorite 
department stores still are in the same 
position. The wood-burning power gen- 
erators of wartime automobiles are gone; 
gasoline is unrationed, and there is a day- 
long traffic jam in the narrow left-hand 
drive streets. 

The Swedes were frightened a good 
many times; they maintained an Army 
and spent a lot of money for defense; 
but they had no war. They made money 
during the war, maintained and en- 
larged their industry. Today they are 
reaping the reward, sending out their 
machine tools, wood pulp and iron ore 
to speed reconstruction of other coun- 
tries, and to obtain the good things of 
life in return. 

Let us first take food, my favorite 
topic: butter is rationed here, but I rarely 
get through my breakfast portion. Each 
meal includes a portion of rich butter 
at least four times the size of the average 











peacetime restaurant pat in America. 
Swedes, who love lots of butter, complain 
that the ration is small. 

For breakfast there is delicious white 
toast, peacetime orange marmalade, two 
cups of reasonably good coffee; and, if 
you wish, ham and eggs. I usually add 
a pint or quart of milk, my favorite bev- 
erage after three months in Germany with 
only the canned product for coffee. Lunch 
and dinner are much the same: Smorgas- 
bord dishes for which the Swedes are 
famous—pickled sill (herring), a taste of 
lobster, a few shrimps, beet salad, boiled 
potatoes, smoked salmon, radishes, cu- 
cumbers. With this goes the inevitable 
schnapps (white almost pure alcohol) 
and beer. The “main” course, after the 
initial feast, is meat or fish, with potatoes. 
Omelette, with ham or mushrooms, is a 
standby. The meat usually is a disap- 
pointment, the quantity small. Steaks and 
beef are scarce, and the Swedes concen- 
trate on veal and lamb. This, however, is 
a peacetime truth, as well. The meat 
course, unless it be chicken or pheasant, 
does not greatly interest the Swedes. 
Dessert can be ice cream, cake, fruit. 
The price is: breakfast, about $1; lunch 
or dinner, $2.75 to $4. 

Now a quick look into the food mar- 
ket: In the fresh-fruit line there are pine- 
apples, peaches, strawberries, raspberries, 
white and red grapes, lemons and oranges, 
bananas, apples and pears, blueberries, 


gooseberries and currants. A- pound of | 


grapes at $2 gives you an idea of the 
price. Apples are 50 cents a pound. 

Vegetables include tomatoes, cucum- 
bers, lettuce and the normal run. There 
is a complete line of canned goods, either 
well-known American or Swedish brands, 
including pineapple juice and sliced pine- 
apple. If I missed anything, it was pure 
oversight. Stockholm has it. 

Stockholm has the two finest depart- 
ment stores in Europe today. Either 


AUGUST 8, 1946 ¢ 35 


J ON EG OE Cee 












































a re. a corte oe ie 
. Be ee ee nme Fee Te 
- oa. ener, een pe 


















would be a credit to New York. The big- 
gest, N-K (pronounced enko), never has 
had a real competitor in Europe, with 
the exception of the famous peacetime 
Harrod’s in London. A Zurich store is 
the nearest to competition today. Some 
of the things on sale: sports goods, every- 
thing from dart boards to canoes; food 
of all kinds in a special market; real silk 
stockings, dress goods of all types; Ameri- 
can-made typewriters; radios, both Amer- 
ican and Swiss; dishes, glassware, kitchen 
utensils, iceboxes; furniture, the finest 
modern or conservative, period styling; 
real facial tissue; the latest American 
fountain pens. Write to N-K if anything 





has not been listed; they will find it. 

Specialty shops provide almost every- 
thing the heart desires. If I wanted to 
furnish a house, I would like to buy the 
furniture, linens and draperies, dishes 
and silverware (the latter of Danish 
make, however) here. For fresh foods, 
this is the place, although the Swiss pro- 
vide better meats and a cooking style 
closer to our own. 

Most countries in Europe require 
stories of scarcity. It is a pleasure to 
write of plenty in a lovely country of 
democratic (American style), healthy and 
good-looking people. 

T. H. 


Mukden’s lifeless streets show ravages 


of war and occupation 


MUKDEN 
W* DROVE to the Mukden headquar- 
ters of Gen. Tu Yu-ming, chief of 
the National Government’s North-East 
China Command, in a weather-and-war- 
beaten droshky drawn by a mud-clotted 
pony, whose brisk clatter was the only 
cheering sight or sound in this dead city. 
We passed boarded-up shops and rows of 
bleak tenements, splashed through the 
stagnant overflow of the sewers and 
dodged falling wires under the shadows 
of the factories’ smokeless smokestacks. 
One minute in the muck of Mukden 
tells the story. In ten months this Man- 
churian metropolis has been sacked and 
looted over and over,—by Russians, by 
Japanese, by Chinese Communists and 
finally, by local mobs. Now there is not 
a doorbell to ring, nor a door to open, nor 
a house or factory to enter. 

There are more than a million people 
here—Chinese, Russians, Japanese, Ger- 
mans, Koreans and a handful of Amer- 
icans—and not a smile in sight. 

On a hand-sewn flag over the entrance 
to the gloomy Shen Yang Railway Hotel 
are still the red letters: “Welcome Mr. 
Pauley and Party.” Teams of the Ameri- 
can Reparations Commission are still at 
work, and a little farther down the wide, 
barren street Mr. Pauley might have seen 
another sign, painted over a shanty-shop 
window: “Every Kind of the Pomp Es 
Use for the Industry and the Mining.” 

But the nearest thing to a pump was a 
cardboard box of rusty screws. Advertis- 
ing an empty factory-store, that confus- 


36 « WORLD REPORT 


at their worst 


ing, meaningless notice is a symbolic 
signboard for all of China’s Northeastern 
wastelands. 

In Manchuria is 70 per cent of China’s 
industrial potential—a wealth of coal and 
iron and magnesite and hydroelectric 
resources that makes these three prov- 
inces one of the richest undeveloped 
areas in the world. 

When the Japanese took over 15 years 
ago, they did more than change the name 
to “Manchukuo’—they started to change 
the whole life of the area, to make Muk- 
den and vicinity a bigger and better 
Pittsburgh. By the end of the war, they 
were well on the way toward achieving 
that goal. 

But gone now, on flatcars to Russia, are 
the transformers and generators; gone 
into the field camps of the Chinese Com- 
munists, into the junk piles of the resi- 
dent rabble, are the machine tools that 
could convert raw materials into power 
and products. So, “potential” is the right 
word. 

Today the headquarters of General Tu, 
who commands all of the Generalissimo’s 
troops in Manchuria, is the only spot in 
town with any life whatsoever. Inside 
the huge, black, white and yellow brick 
structure (which formerly housed the 
Railway Bureau), the dirty, broken- 
plaster corridors echo with booted tramps 
and slippered shuffles. This is the nerve 
center of the war of nerves in Manchuria, 
a fourth-rate pentagon on the edge of 
nowhere. 

Our entrance was barred, theoretically, 











by two of the biggest pillboxes I have’ 
ever seen—and a 16-year-old sentry who 
gave us a snappy salute. The General's’ 
reception hall was a large room strung” 
with United Nations flags, silk Semncea 
and paper streamers. . 

General Tu’s private office, however: | 
was a little more somber. As we were ™ 
ushered in, the only ornaments I could’ 
see were very utilitarian: Yards upon’ 
yards of military maps on all walls, with 
bright lines and Chinese characters’ 
painted in red, 

“I only hope the Communists will wake 
up and withdraw from the cities and: 
lines of communications which the Gov-' 
ernment must take over,” said General 
Tu, without any preliminaries, as we 
settled down in leather chairs. Then, | 
smiling, he added: “We ‘are here to 
restore sovereignty in the Northeast Prov- 
inces and solidify the political settle- 
ments which must follow. And we intend 
to mop up every inch.” 3 

As the commander in chief of Chiang : 
Kai-shek’s best armies in the field, the 
only Nationalist troops who have done 
much real fighting on a large scale since | 
V-J Day, General Tu is now in the 
military spotlight. He has been given | 
credit for the major victory of Szepingkai _ 
and the consequent capture of Man- | 
churia’s capital, Changchun. “In this © 

campaign, remarked General Tu, with | 
obvious pride, “the Communists suffered © 
very heavy losses—approximately 150,000 7 
men—and we took 20,000 prisoners.” 

But, as the General was quick to point 
out, the Chinese Red Army in “the North- 7 
east” is still a formidable force—at least 
200,000 troops, plus partisans and peas- 
ant guards. Then, during an hour of ~ 
chain-smoking, hot-water-sipping, and 
map-pointing, General Tu explained the 
military situation in Manchuria. In detail, 
with the aid of his interpreter, he told 
how the Communists were bringing up 
reinforcements from Shantung Province, 
by junk, at night; how the Nationalists, 
in turn, had sometime ago moved 70,000 
troops from Indochina, with the help 
of American naval craft; how the future 
battles for Harbin and Tsitsihar- would 
be bloody affairs if the Communists did 
not give up their defensive lines stretch- 
ing far to the north. 

As we finished our tea and started to 
leave, I noticed two photographs on the 
wall—the only ones in the room. One was 
of President Truman, the other of Presi- 
dent Roosevelt. 

That made me think of Washington 
and what an official of the Chinese Em- 
bassy had told me months ago: “Without 
Manchuria, China will never be strong. 
No, without Manchuria, China will never : 
rank as a great nation.” 

But my thoughts were interrupted, | 
as I stepped into the dust of Mukden’s 
streets, by a long convoy of former U. S. 
Army ambulances, bringing Chinese 
wounded back from the front. 

F. W. R. JR. 
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AMERICAN PEACE ENVOYS at Paris: Senator Connally, 
Secretary Byrnes and Senator Vandenberg, after two pre- 





liminary sessions at Foreign Ministers’ conferences, now 
represent the United States at the Peace Conference. 


U.S. IS UNITED THIS TIME ON PEACE 


§ Yer UNITED STATES presents a united front at Paris 
in the Allies’ efforts to achieve a fair and lasting peace, 
in vivid contrast to the political discord between Democrats 
and Republicans that followed World War I. 

At Versailles in 1919, President Wilson insisted that the 
treaty include the Covenant of the League of Nations. No 
Senator was a member of the American delegation at the 
Peace Conference. 

Republican Senators led a bitter fight which ended in 
Senate rejection of the Versailles Treaty and prevented the 
United States from joining the League of Nations. 

In contrast, Secretary of State Byrnes has called on Demo- 
cratic and Republican leaders in the Senate—which must 
ratify the peace pacts—as advisers at meetings of the Big 
Four Foreign Ministers. 

Senator Tom Connally of Texas, chairman of the Senate 


Foreign Relations Committee, and Senator Arthur H. Van- 
denberg, ranking minority member of the Committee, -have 
participated in the diplomatic preliminaries to the drafting 
of the peace treaties. 

Now the two Senators return to Paris as Byrnes’s advisers 
On questions arising at the 21-nation Peace Conference and 
final agreements by the Big Four. 

When the pacts come before the Senate for approval, 
these Senators can explain, interpret or defend their pro- 
visions with full knowledge of the difficulties facing the 
peacemakers, the compromises and adjustments necessary 
to achieve agreement among the 21 nations participating in 
the Conference. 

No repetition of the acrimonious and prolonged fight 
between Republicans and Democrats is expected when the 
peace pacts of Paris come before the U. S. Senate. 
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PRESIDENT WOODROW WILSON and members of the 1919. The peace treaty they approved was rejected by the 
American Commission to Negotiate Peace at Versailles, June Senate because it included the Covenant of the League. 





AMERICAN TROOPS of World War I paraded in honor to write the peace. Here he reviews troops with General 
of their Commander in Chief when Wilson went to Paris Pershing at a ceremony outside the French capital. 
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EUROPE ACCLAIMED President Wilson as “most power- Christmas 1918, French school children at Sarrey, 
ful man in the world” when he first went to Paris. On him as their savior, presented holiday greetings. 


THE BIG FOUR OF 1919: Georges Clemenceau of France, of Great Britain, leaving Hall of Mirrors at Versailles (June 
President Wilson, Baron Sonnino of Italy and Lloyd George 28, 1919) after the treaty had been signed. 
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SENATE FOREIGN RELATIONS committeemen who acted Brandagee of Connecticut, McCumber of N. D., Lodge of 
on 1919 treaty: Harding of Ohio, Fall of New Mexico, Massachusetts, Hitchcock of Nebraska, Swanson of Virginia. 
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GROUNDWORK for the Peace Conference was laid in included Bevin of Great Britain, Molotov of Soviet Russia, 
meetings of the Big Four Foreign Ministers in Paris which Byrnes of the United States and Bidault of France. 


REPUBLICAN LEADERS (1919) defeated the Versailles E. Borah of Idaho (left), Henry Cabot Lodge of Massa- 
Pact and League. Bitterest opponents were Senators William chusetts (center), Hiram Johnson of California (right). 
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—International, Acme, Harris & Ewing, National Archives, and Culver 


PRESIDENT TRUMAN looks to Byrnes, Connally and out peace pacts that will enable the world to return to an 
Vandenberg and the United States delegation to help work era of economic and political peace and stability. 
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REPUBLICAN LEADERS (1946) mages Paris treaties R. Austin of Vermont (left), John Foster Dulles of New 
and United Nations. Proponents include Senator Warren York (center), Harold E. Stassen of Minnesota (right). 


AUGUST 8, 1946 « 41 











PINNING WAR GUILT ON NAZIS kexts } 


¥ 


U.S. Prosecutor Jackson’s appeal for conviction 


(Text of closing address by Justice Robert H. Jackson, 
U.S. Chief of Counsel for the prosecution, before the 
International Military Tribunal trying the major Nazi war 
criminals at Niirnberg, on July 26, 1946.) 


Mr. President and Members of the Tribunal: 

An advocate can be confronted with few more formidable 
tasks than to select his closing arguments where there is great 
disparity between his appropriate time and his available ma- 
terial. In eight months—a short time as state trials go—we have 
introduced evidence which embraces as vast and varied a 
panorama of events as has ever been compressed within the 
framework of a litigation. It is impossible in summation to do 
more than outline with bold strokes the vitals of this trial’s 
mad and melancholy record, which will live as the historical 
text of the Twentieth Century’s shame and depravity. 

It is common to think of our own time as standing at the 
apex of civilization, from which the deficiencies of preceding 
ages may patronizingly be viewed in the light of what is 
assumed to be “progress.” The reality is that in the long 
perspective of history the present century will not hold an 
admirable position, unless its second half is to redeem its first. 
These two-score years in this Twentieth Century will be 
recorded in the book of years as one of the most bloody in all 
annals. Two World Wars have left a legacy of dead which 
number more than all the armies engaged in any war that 
made ancient or medieval history. 

No half-century ever witnessed slaughter on such a scale, 
such cruelties and inhumanities, such wholesale deportations 
of peoples into slavery, such annihilations of minorities. The 
Terror of Torquemada pales before the Nazi Inquisition. These 
deeds are the overshadowing historical facts by which gen- 
erations to come will remember this decade. If we cannot 
eliminate the causes and prevent the repetition of these bar- 
baric events, it is not an irresponsible prophecy to say that this 
Twentieth Century may yet succeed in bringing the doom 
of civilization. 

Goaded by these facts, we have moved to redress the blight 
on the record of our era. The defendants complain that our 
pace is too fast. In drawing the Charter of this Tribunal, we 
thought we were recording an accomplished advance in Inter- 
national Law. But they say that we have outrun our times, 
that we have anticipated an advance that should be. but has 
not yet been made. 

The Agreement of London, whether it originates or merely 
records, at all events marks a transition in International Law 
which roughly corresponds to that in the evolution of local 
law when men ceased to punish local crime by “hue and cry” 
and began to let reason and inquiry govern punishment. 

The society of nations has emerged from the primitive “hue 
and cry,” the law of “catch and kill.” It seeks to apply sanctions 
to enforce International Law, but to guide their application by 
evidence, law, and reason instead of outcry. The defendants 
denounce the law under which their accounting is asked. Their 
dislike for the law which condemns them is not original. It has 
been remarked before that— 

“No thief ere felt the halter draw 

With good opinion of the law.” 

I shall not labor the law of this case. The position of the 
United States was explained in my opening statement. My 
distinguished colleague, the Attorney General of Great Britain, 
will reply on behalf of all the Chief Prosecutors to the de- 
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fendants’ legal attack. At this stage of the proceedings, I shall 
rest upon the law of these crimes as laid down in the Charter. 
The defendants, who except for the Charter would have no 
right to be heard at all, now ask that the legal basis of this 
trial be nullified. 

This Tribunal, of course, is given no power to set aside or 
to modify the Agreement between the Four Powers, to which 
nineteen other nations have adhered. The terms of the Charter 
are conclusive upon every party to these proceedings. 

In interpreting the Charter, however, we should not over- 
look the unique and emergent character of this body as an 
International Military Tribunal. It is no part of the constitu- 
tional mechanism of internal justice of any of the signatory 
nations. Germany has unconditionally surrendered, but no 
peace treaty has been signed or agreed upon. 

The Allies are still technically in a state of war with Ger- 
many, although the enemy’s political and military institutions 
have collapsed. As a Military Tribunal, it is a continuation of 
the war effort of the Allied nations. As an International Tri- 
bunal, it is not bound by the procedural and substantive refine- 
ments of our respective judicial or constitutional systems, nor 
will its rulings introduce precedents into any country’s internal 
system of civil justice. 

As an International Military Tribunal, it rises above the 
provincial and transient and seeks guidance not only from 
International Law but also from the basic principles of juris- 
prudence which are assumptions of civilization and which 
long have found embodiment in the codes of all nations. 

Of one thing we may be sure. The future will never have to 
ask, with misgiving, what could the Nazis have said in their 
favor. History will know that whatever could be said, they 
were allowed to say. They have been given the kind of a trial 
which they, in the days of their pomp and power, never gave 
to any man. 

But fairness is not weakness. The extraordinary fairness of 
these hearings is an attribute to our strength. The prosecution’s 
case, at its close, seemed inherently unassailable because it 
rested so heavily on German documents of unquestioned au- 
thenticity. But it was the weeks upon weeks of pecking at this 
case by one after another of the defendants that has demon- 
strated its true strength. The fact is that the testimony of the 
defendants has removed any doubts of guilt which, because 
of the extraordinary nature and magnitude of these crimes, 
may have existed before they spoke. They have helped write 
their own judgment of condemnation. 

But justice in this case has nothing to do with some of the 
arguments put forth by the defendants or their counsel. We 
have not previously and we need not now discuss the merits 
of all their obscure and tortuous philosophy. We are not trying 
them for possession of obnoxious ideas. It is their right, if 
they choose, to renounce the Hevraic heritage in the civiliza- 
tion of which Germany was once a part. 

Nor is it our affair that they repudiated the Hellenic influ- 
ence as well. The intellectual bankruptcy and moral perversion 
of the Nazi regime might have been no concern of Inter- 
national Law had it not been utilized to goosestep the Herren- 
volk across the international frontiers. It is not their thoughts, 
it is their overt acts which we charge to be crimes. Their creed 
and teachings are important only as evidence of motive, pur- 
pose, knowledge, and intent. 

We charge unlawful aggression but we are not trying the 
motives, hopes, or frustrations which may have led Germany 
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' to resort to aggressive war as an instrument of policy. The law, 
' unlike politics, does not concern itself with the good or evil 
in the status quo, nor with the merits of grievances against it. 
It merely requires that the status quo be not attacked by vio- 
lent means and that policies be not advanced by war. We may 
admit that overlapping ethnological and cultural groups, 
economic barriers, and conflicting national ambitions created 
in the 1930's, as they will continue to create, grave problems 
for Germany as well as for the other peoples of Europe. We 
may admit too that the world had failed to provide political 
or legal remedies which would be honorable and acceptable 
alternatives to war. 

We do not underwrite either the ethics or the wisdom of any 
country, including my own, in the face of these problems. But 
we do say that it is now, as it was for sometime prior to 1939, 
illegai and criminal for Germany or any other nation to redress 
grievances or seek expansion by resort to aggressive war. 

Let me emphasize one cardinal point. The United States 
has no interest which would be advanced by the conviction of 
any defendant if we have not proved him guilty on at least 
one of the counts charged against him in the Indictment. Any 
result that the calm and critical judgment of posterity would 
pronounce unjust, would not be a victory for any of the 
countries associated in this prosecution. 

But in summation we now have before us the tested evi- 
dences of criminality and have heard the flimsy excuses and 
paltry evasions of the defendants. The suspended judgment 
with which we opened this case is no longer appropriate. The 
time has come for final judgment and if the case I present 
seems hard and uncompromising, it is because the evidence 
makes it so. 

I perhaps can do no better service than to try to lift this 
case out of the morass of detail with which the record is full 
and put before you only the bold outlines of a case that is 
impressive in its simplicity. True, its thousands of documents 
and more thousands of pages of testimony deal with an epoch 
and cover a Continent, and touch almost every branch of 
human endeavor. They illuminate specialties, such as diplo- 
macy, naval development and warfare, land warfare, the 
genesis of air warfare, the politics of the Nazi rise to power, 
the finance and economics of totalitarian war, sociology, penol- 
ogy, mass psychology, and mass pathology. 

I must leave it to experts to comb the evidence and write 
volumes on their specialties, while I picture in broad strokes 
the offenses whose acceptance as lawful would threaten the 
continuity of civilization. I must, as Kipling put it, “splash 
at a ten-league canvas with brushes of comet's hair.” 

The strength of the case against these defendants under the 
conspiracy count, which it is the duty of the United States to 
argue, is in its simplicity. It involves but three ultimate in- 
quiries: First, have the acts defined by the Charter as crimes 
been committed; second, were they committed pursuant to a 
common plan or conspiracy; third, are these defendants among 
those who are criminally responsible? 

The charge requires examination of a criminal policy, not of 
a multitude of isolated, unplanned, or disputed crimes. The 
substantive crimes upon which we rely, either as goals of a 
common plan or as means for its accomplishment, are admit- 
ted. The pillars which uphold the conspiracy charge may be 
found in five groups of overt acts, whose character and magni- 
tude are important considerations in appraising the proof 
of conspiracy. 


The Seizure of Powey and Subjugation 
of Germany to a Police State 


The Nazi Party seized control of the German state in 1933. 
“Seizure of power’ is a characterization used by defendants 
and defense witnesses, and so apt that it has passed into both 
history and every-day speech. 

The Nazi junta in the early days lived in constant fear of 
overthrow. Goering, in 1934, pointed out that its enemies were 
legion and said: 








“Therefore the concentration camps have been created, 
where we have first confined thousands of Communists 
and Social Democrat functionaries.” 

In 1933 Goering forecast the whole program of purposeful 
cruelty and oppression when he publicly announced: 

“Whoever in the future raises a hand against a repre- 
sentative of the National Socialist movement or of the 

State, must know that he will lose his life in a very short 

while.” 

New political crimes were created to this end. It was made a 
treason, punishable with death, to organize or support a po- 
litical party other than the Nazi party. Circulating a false or 
exaggerated statement, or one which would harm the state or 
even the Party, was made a crime. Laws were enacted of such 
ambiguity that they could be used to punish almost any inno- 
cent act. It was, for example, made a crime to eee: “any 
act contrary to the public welfare.” 

The doctrine of punishment by analogy was thenenel to 
enable conviction for acts which no statute forbade. Minister 
of Justice Guertner explained that National Socialism consid- 
ered every violation of the goals of life which the community 
set up for itself to be a wrong per se, and that the act could be 
punished even though it was not contrary to existing “formal” 
law. 

The Gestapo and the SD were instrumentalities of an espio- 
nage system which penetrated public and private life. Goering 
controlled a personal wire-tapping unit. All privacy of com- 
munication was abolished. Party blockleiters, appointed over 
every 50 households, continuously spied on all within their 
ken. Upon the strength of this spying individuals were dragged 
off to “protective custody” and to concentration camps, with- 
out legal proceedings of any kind, and without statement of 
any reason therefor. The partisan political police were ex- 
empted from effective legal responsibility for their acts. 

With all administrative offices in Nazi control and with the 
Reichstag reduced to impotence, the judiciary remained the 
last obstacle to this reign of terror. But its independence was 
soon overcome and it was reorganized to dispense a venal 
justice. Judges were ousted for political or racial reasons and 
were spied upon and put under pressure to join the Nazi Party. 
After the Supreme Court had acquitted three of the four men 
whom the Nazis accused of setting the Reichstag fire, its juris- 
diction over treason cases was transferred to a newly estab- 
lished “People’s Court” consisting of two judges and five party 
officials. 

The German film of this “People’s Court” in operation, 
which we showed in this chamber, revealed its presiding judge 
pouring partisan abuse upon speechless defendants. Special 
courts were created to try political crimes, only party members 
were appointed judges, and “Judges’ letters” instructed the 
puppet judges as to the “general lines” they must follow. 

The result was the removal of all peaceable means either to 
resist or to change the government. Having sneaked through 
the portals of power, the Nazis slammed the gate in the face of 
all others who might also aspire to enter. Since the law was 
what the Nazis said it was, every form of opposition was 
rooted out, and every dissenting \ dice throttled. 

Germany was in the clutch of a police state, which used the 
fear of the concentration camp as a means to enforce non- 
resistance. The Party was the State, the State was the Party, 
and terror by day and death by night were the policy of both. 


The Preparation and Waging of Wars of Aggression 


From the moment the Nazis seized power, they set about 
feverish but stealthy efforts, in defiance of the Versailles 
Treaty, to arm for war. In 1933 they found no airforce. By 
1939 they had 21 squadrons, consisting of 240 echelons or 
about 2,400 first-line planes, together with trainers and trans- 
ports. In 1933 they found an army of 3 infantry and 3 cavalry 
divisions. 

By 1939 they had raised and equipped an army of 51 di- 
visions, four of which were fully motorized and four of which 
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were panzer divisions. In 1933 they found a navy of one 
cruiser and 6 light cruisers. By 1939 they had built a navy of 
4 battleships, 1 aircraft carrier, 6 cruisers, 22 destroyers, and 
54 submarines. They had also built up in that period an arma- 
ment industry as efficient as that of any country in the world. 

- These new weapons were put to use, commencing in Sep- 
tember 1939, in a series of undeclared wars against nations 
with which Germany had arbitration and nonaggression 
treaties, and in violation of repeated assurances. On September 
1, 1939 this rearmed Germany attacked Poland. The following 
April witnessed the invasion and occupation of Denmark and 
Norway, and May saw the over-running of Belgium, the 
Netherlands, and Luxembourg. 

Another spring found Yugoslavia and Greece under attack, 
and in June 1941 came the invasion of Soviet Russia. Then 
Japan, which Germany had embraced as a partner, struck 
without warning at Pearl Harbor in December 1941, and four 
days later Germany declared war on the United States. 

We need not trouble ourselves about the many abstract 
difficulties that can be conjured up about what constitutes 
aggression in doubtful cases. I shall show you, in discussing 
the conspiracy, that by any test ever put forward by any 
responsible authority, by all the canons of plain sense, these 
were unlawful wars of aggression in breach of treaties and 
in violation of assurances. 


Warfare in Disregard of International Law 


It is unnecessary to labor this point on the facts. Goering 
asserts that the Rules of Land Warfare were obsolete, that 
no nation could fight a total war within their limits. He testi- 
fied that the Nazis would have denounced the Conventions 
to which Germany was a party, but that General Jodl wanted 
captured German soldiers to continue to benefit from their 
observance by the Allies. 

It was, however, against the Soviet people and Soviet 
prisoners that Teutonic fury knew no bounds, in spite of a 
warning by Admiral Canaris that the treatment was in viola- 
tion of International Law. 

We need not, therefore, for purposes of the Conspiracy 
count, recite the revolting details of starving, beating, murder- 
ing, freezing, and mass extermination admittedly used against 
the eastern soldiery. Also, we may take as established or ad- 
mitted that lawless conduct such as shooting British and Amer- 
ican airmen, mistreatment of Western prisoners of war, forcing 
French prisoners. of war into German war work, and other 
deliberate violations of the Hague and Geneva Conventions, 
did occur, and in obedience to highest levels of authority. 


Enslavement and Plunder of Populations 
In Occupied Countries 


The defendant Sauckel, Plenipotentiary General for the 
Utilization of Labor, is authority for the statement that “out 
of five million foreign workers who arrived in Germany, not 
even 200,000 came voluntarily.” It was officially reported to 
defendant Rosenberg that in his territory “recruiting methods 
were used which probably have their origin in the blackest 
period of the slave trade.” 

Sauckel himself reported that male and female agents went 
hunting for men, got them drunk, and “shanghaied” them to 
Germany. These captives were shipped in trains without heat, 
food, or sanitary facilities. The dead were thrown out at 
stations, and the newborn were thrown out the windows of 
moving trains. 

Sauckel ordered that “all the men must be fed, sheltered 
and treated in such a way as to exploit them to the highest 
possible extent at the lowest conceivable degree of expendi- 
ture.” About two million of these were employed directly in 
the manufacture of armaments and munitions. The director of 
the Krupp Locomotive factory in Essen complained to the 
company that Russian forced laborers were so underfed that 
they were too weakened to do their work, and the Krupp 
doctor confirmed their pitiable condition. Soviet workers were 
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put in camps under ‘Gestapo guards, who were allowed to4 
punish disobedience by confinement in a concentration camp ~ 
or by hanging on the spot. 


Populations of occupied countries were otherwise exploited | 


and oppressed unmercifully. Terrorism was the order .of the ~ 
day. Civilians were arrested without charges, committed with- — 
out counsel, executed without hearing. Villages were de- 
stroyed, the male inhabitants shot or sent to concentration 
camps, the women sent to forced labor, and the children scat- 
tered abroad. The extent of the slaughter in Poland alone was 
indicated by Frank, who reported: 

“If I wanted to have a poster put up for every seven 
Poles who were shot, the forests of Poland would not 
suffice for producing the paper for such posters.” 

Those who will enslave men cannot be expected to refrain — 
from plundering them. Boastful reports show how thoroughly — 
and scientifically the resources of occupied lands were sucked — 
into the German war economy, inflicting shortage, hunger, 
and inflation upon the inhabitants. 

Besides this grand plan to aid the German war effort there 
were the sordid activities of the Rosenberg Einsatzstab, which 
pillaged art treasures for Goering and his fellow-bandits. It 
is hard to say whether the spectacle of Germany’s No. 2 leader 
urging his people to give up every comfort and strain every 
sinew on essential war work while he rushed around confiscat- 
ing art by the trainload should be cast as tragedy or comedy. 
In either case it was a crime. 

International Law at all times before and during this war 
spoke with precision and authority respecting the protection 
due civilians of an occupied country, and the slave trade and 
plunder of occupied countries was at all times flagrantly 
unlawful. 


Persecution and Extermination 
of Jews and Christians 


The Nazi movement will be of evil memory in history be- 
cause of its persecution of the Jews, the most far-flung and 
terrible racial persecution of all time. Although the Nazi party 
neither invented nor monopolized anti-Semitism, its leaders 
from the very beginning embraced it, incited it, and exploited 
it. They used it as “the psychological spark that ignites the 
mob.” 

After the seizure of power, it became an official state policy. 
The persecution began in a series of discriminatory laws elim- 
inating the Jews from the civil service, the professions, and 
economic life. As it became more intense it included segre- 
gation of Jews in ghettos, and exile. Riots were organized by 
party leaders to loot Jewish business places and to burn 
synagogues. 

Jewish property was confiscated and a collective fine of 
a billion marks was imposed upon German Jewry. The pro- 
gram progressed in fury and irresponsibility to the “final solu- 
tion.” This consisted of sending all Jews who were fit to work 
to concentration camps as slave laborers, and all who were 
not fit, which included children under 12 and people over 50, 
as well as any other judged unfit by an SS doctor, to con- 
centration camps for extermination. 

Adolf Eichmann, the sinister figure who had charge of the 
extermination program, has estimated that the anti-Jewish 
activities resulted in the killing of six million Jews. Of these, 
four million were killed in extermination institutions, and 
two million were killed by Einsatzgruppen, mobile units of 
the Security Police and SD which pursued Jews in the ghettos 
and in their homes and slaughtered them by gas wagons, 
by mass shooting in anti-tank ditches, and by every device 
which Nazi ingenuity could conceive. 

So thorough and uncompromising was this program that 
the Jews of Europe as a race no longer exist, thus fulfilling 
the diabolic “prophecy” of Adolf Hitler at the beginning 
of the war. 

Of course, any such program must reckon with the oppo- 
sition of the Christian Church. This was recognized from the 











very beginning. Defendant Bormann wrote all Gauleiters in 
1941 that “National Socialism and Christian concepts are 
irreconcilable,” and that the people must be separated from 
the Churches and the influence of the Churches totally re- 
moved. Defendant Rosenberg even wrote dreary treatises 
advocating a new and weird Nazi religion. 

The Gestapo appointed “Church specialists” who were in- 
structed that the ultimate aim was “destruction of the confes- 
sional Churches.” The record is full of specific instances of the 
persecution of clergymen, the confiscation of Church property, 
interference with religious publications, disruption of religious 
education, and suppression of religious organizations. 

The chief instrumentality for persecution and extermination 
was the concentration camp, sired by defendant Goering and 
nurtured under the overall authority of defendants Frick and 
Kaltenbrunner. 

The horrors of these iniquitous places have been vividly 
disclosed by documents and testified to by witnesses. The 
Tribunal must be satiated with ghastly verbal and pictorial 
portrayals. From your records it is clear that the concentration 
camps were the first and worst weapon of oppression used 
by the National Socialist State, and that they were the pri- 
mary means utilized for the persecution of the Christian 
Church and the extermination of the Jewish race. This has 
been admitted to you by some of the defendants from the 
witness stand. In the words of defendant Frank: 

“A thousand years will pass and this guilt of Germany 
will still not be erased.” 

These, then, were the five great substantive crimes of the 
Nazi regime. Their commission, which cannot be denied 
stands admitted. The defendant Keitel, who is in a position 
to know the facts, has given the Tribunal what seems to be 
a fair summation of the case on these facts: 

“The defendant has declared that he admits the con- 
tents of the general indictment to be proved from the 
objective and factual point of view (that is to say, not 
every individual case) and this is consideration of the 
law of procedure governing this trial. It would be sense- 
less, despite the possibility of refuting several documents 
or individual facts to attempt to shake the indictment 
as a whole.” 

I pass now to the inquiry whether these groups of criminal 
acts were integrated in a common plan or conspiracy. 


THE COMMON PLAN OR CONSPIRACY 


The prosecution submits that these five categories of pre- 
meditated crimes were not separate and independent phe- 
nomena but that all were committed pursuant to a common 
plan or conspiracy. The defense admits that these classes of 
crimes were committed but denies that they are connected 
one with another as parts of a single program. 

The central crime in this pattern of crime, the kingpin 
which holds them all together, is the plot for aggressive war. 
The chief reason for international cognizance of these crimes 
lies in this fact. Have we established the plan or conspiracy 
to make aggressive war? 

Certain admitted or clearly proven facts help answer that 
question. First is the fact that such war of aggression did take 
place. Second, it is admitted that from the moment the Nazis 
came to power, everyone of them and everyone of the defend- 
ants worked like beavers to prepare for some war. The ques- 
tion therefore comes to this: Were they preparing for the war 
which did occur, or were they preparing for some war which 
never has happened? 

It is probably true that in the early days none of them had 
in mind what month of what year war would begin, the exact 
dispute which would precipitate it, or whether its first impact 
would be Austria, Czechoslovakia, or Poland. But I submit 
that the defendants either knew or are chargeable with knowl- 
edge that the war for which they were making ready would be 
a war of German aggression. 

This is partly because there was no real expectation that 








any power or combination of powers would attack Germany. 
But it is chiefly because the inherent nature of the German 
plans was such that they were certain sooner or later to meet 
resistance and that they could then be accomplished only by 
aggression. 

The plans of Adolf Hitler for aggression were just as secret 
as “MEIN KAMPF,” of which over six million copies were 
published in Germany. He not only openly advocated over- 
throwing the Treaty of Versailles, but made demands which 
went far beyond a mere rectification of its alleged injustices. 
He avowed an intention to attack neighboring states and seize 
their lands, which he said would have to be won with “the 
power of a triumphant sword.” Here, for every German to 
hearken to, were the “ancestral voices prophesying war.” 

Goering has testified in this courtroom that at his first meet- 
ing with Hitler long before the seizure of power, 

“I noted that Hitler had a definite view of the impo- 
tency of protest and, as a second point, that he was of the 
opinion that Germany should be freed of the Peace of 
Versailles. *°* We did not say we shall have to have a 
war and defeat our enemies; this was the aim and the 
methods had to be adapted to the political situation.” 
When asked if this goal were to be accomplished by war if 

necessary, Goering did not deny that eventuality but evaded 
a direct answer by saying, “We did not even debate about 
those things at that time.” He went on to say that the aim 
to overthrow the Treaty of Versailles was open and notorious 
and that “every German in my opinion was for its modification, 
and there was no doubt that this was a strong inducement for 
joining the party.” 

Thus, there can be no possible excuse for any person 
who aided Hitler to get absolute power over the German 
people, or took a part in his regime, to fail to know the nature 
of the demands he would make on Germany’s neighbors. 

Immediately after the seizure of power the Nazis went to 
work to implement these aggressive intentions by preparing for 
war. They first enlisted German industrialists in a secret re- 
armament program. Twenty days after the seizure of power 
Schacht was host to Hitler, Goering, and some twenty lead- 
ing industrialists. Among them were Krupp von Bohlen of 
the great Krupp armament works and representatives of I. CG. 
Farben and other Ruhr heavy industries. 

Hitler and Goering explained their program to the in- 
dustrialists, who became so enthusiastic that they set about 
to raise three million Reichsmarks to strengthen and confirm 
the Nazi Party in power. Two months later Krupp was work- 
ing to bring a reorganized association of German industry into 
agreement with the political aims of the Nazi government. 

Krupp later boasted of the success in keeping the German 
war industries secretly alive and in readiness despite the 
disarmament clauses of the Versailles Treaty, and recalled the 
industrialists’ enthusiastic acceptance of “the great intentions 
of the Fuehrer in the rearmament period of 1933-39.” 

Some two months after Schacht had sponsored this first 
meeting to gain the support of the industrialists, the Nazis 
moved to harness industrial labor to their aggressive plans. 
In April 1933 Hitler ordered Dr. Ley “to take over the trade 
unions,” numbering some 6 million members. By Party direc- 
tive Ley seized the unions, their property, and their funds. 

Union leaders, taken into “protective custody” by the SS and 
SA were put into concentration camps. The free labor unions 
were then replaced by a Nazi organization known as the. 
German Labor Front, with Dr. Ley as its head. It was ex- 
panded until it controlled over 23 million members. 

Collective bargaining was eliminated, the voice of labor 
could no longer be heard as to working conditions, and the 
labor contract was prescribed by “trustees of labor” appointed 
by Hitler. The war purpose of this labor program was clearly 
acknowledged by Robert Ley five days after war broke out, 
when he declared in a speech that: 

“We National Socialists have monopolized all resources 
and all our energies during the past seven years so as to 
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be able to be equipped for the supreme effort of battle.” 
The Nazis also proceeded at once to adapt the government 
to the needs of war. In April 1933 the Cabinet formed a De- 
fense Council, the working committee of which met frequently 
thereafter. In the meeting of 23 May 1933, at which defendant 

Keitel presided, the members were instructed that: 

‘ “No document must be lost since otherwise the enemy 
propaganda would make use of it. Matters communicated 
orally cannot be proven; they can be denied by us in 
Geneva.” 

In January 1934, with defendant Jod}! present, the Council 
planned a mobilization calendar and mobilization order for 
some 240,000 industrial plants. Again it was agreed that 
nothing should be in writing so that “the military purpose 
may not be traceable.” 

On May 21, 1935 the top secret Reich Defense Law was 
enacted. Defendant Schacht was appointed Plenipotentiary 
General for War Economy with the task of secretly preparing 
all economic forces for war and, in the event of mobilization, 
of financing the war. Schacht’s secret efforts were supple- 
mented in October 1936 by the appointment of defendant 
Goering as Commissioner of the Four-Year Plan, with the 
duty of putting the entire economy in a state of readiness 
for war within four years. 

A secret program for the accumulation of the raw materials 
and foreign credits necessary for extensive rearmament, was 
also set on foot immediately upon seizure of power. In Sep- 
tember of 1934 the Minister of Economics was already com- 
plaining that: 

“The task of stockpiling is being hampered by the lack 
of foreign currency; the need for secrecy and camouflage 
also is a retarding influence.” 

Foreign currency controls were at once established. Financ- 
ing was delegated to the wizard Schacht, who conjured up 
the MEFO Bill to serve the dual objectives of tapping the 
short-term money market for rearmament purposes while 
concealing the amount of these expenditures. 

The spirit of the whole Nazi administration was summed 
up by Goering at a meeting of the Council of Ministers, which 
included Schacht, on 27 May 1936, when he said, 

“All measures are to be considered from the standpoint 
of an assured waging of war.” 

The General Staff, of course, also had to be enlisted in the 
war plans. Most of the Generals, attracted by the prospect 
of rebuilding their armies, became willing accomplices. The 
hold-over Minister of War von Blomberg and the Chief of 
Staff General von Fritsch, however, were not cordial to the 
increasingly belligerent policy of the Hitler regime, and by 
vicious and obscene plotting they were discredited and re- 
moved in January 1938. 

Thereupon, Hitler assumed for himself Supreme Command 
of the Armed Forces, and the positions of von Blomberg and 
von Fritsch were filled by others who became, as Blomberg 
said of Keitel, “a willing tool in Hitler’s hands for everyone 
of his decisions.” 

The Generals did not confine their participation to merely 
military matters. They participated in all major diplomatic 
and political maneuvers, such as the Obersalzburg meeting 
where Hitler, flanked by Keitel and other top Generals, issued 
his virtual ultimatum to Schuschnigg. 

As early as November 5, 1937, the plan to attack had begun 
to take definiteness as to time and victim. In a meeting which 
included defendants Raeder, Goering, and von Neurath, Hitler 
stated the cynical objectives: 

“The question for Germany is where the greatest pos- 
sible conquest could be made at the lowest possible cost.” 
He discussed various plans for the invasion of Austria and 

Czechoslovakia, indicating clearly that he was thinking of 

these territories not as ends in themselves, but as means for 

further conquest. He pointed out that considerable military 
and political assistance would be afforded by possession of 
these lands and discussed the possibility of constituting from 
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them new armies up, to a strength of about 12 divisions. The 
aim he stated boldly and baldly as the acquisition of additional ” 
living space in Europe, and recognized that “The German © 
question can be solved only by way of force.” : 

Six months later, emboldened by the bloodless Austrian — 
conquest, Hitler, in a secret directive to Keitel, stated his 
“unalterable decision to smash Czechoslovakia by military @ 
action in the near future.” On the same day, Jodl noted .n his © 
diary that the Fuehrer had stated his final decision to destroy 
Czechoslovakia soon and had initiated military preparations © 
all along the line. By April the plan had been perfected to 
attack Czechoslovakia “with lightning swift action as the © 
result of an ‘incident’.” ! 

All along the line preparations became more definite for a 
war of expansion on the assumption that it would result in 
world-wide conflict. In September 1938 Admiral Carls officially © 
commented on a “Drafty Study of Naval Warfare Against 
England”: 

“There is full agreement with the main theme of the 
study. 

“1. If according to the Fuehrer’s decision Germany 
is to acquire a position as a world power, she needs not 
only sufficient colonial possessions but also secure naval 
communications and secure access to the ocean. 

“2. Both requirements can only be fulfilled in opposi- 
tion to Anglo-French interests and will limit their posi- 
tion as world powers. It is unlikely that they can be 
achieved by peaceful means. The decision to make Ger- 
many a world power therefore forces upon us the neces- 
sity of making the corresponding preparations for war. 

“3. War against England means at the same time war 
against the Empire, against France, probably against 
Russia as well, and a large number of countries overseas; 
in fact, against one-half to one-third of the whole world. 

“It can only be justified and have a chance of success 
if it is prepared economically as well as politically and 
militarily and waged with the aim of conquering for 
Germany an outlet to the ocean.” 

This Tribunal knows what categorical assurances were given 
to an alarmed world after the Anschluss, after Munich, and 
after the occupation of Bohemia and Moravia, that German 
ambitions were realized and that Hitler had “No further terri- 
torial demands to make in Europe.” The record of this trial 
shows that those promises were calculated deceptions and that 
those high in the bloody brotherhood of Nazidom knew it. 

As early as April 15, 1938 Goering pointed out to Musso- 
lini and Ciano that the possession of those territories would 
make possible an attack on Poland. Ribbentrop wrote on 
August 26, 1938 that 

“After the liquidation of the Czechoslovakian question, 
it will be generally assumed that Poland will be next in 
turn.” 

Hitler, after the Polish invasion, boasted that it was the 
Austrian and Czechoslovakian triumphs by which “the basis 
for the action against Poland was laid.” Goering suited the 
act to the purpose and gave immediate instructions to exploit 
for the further strengthening of Germany the war potential, 
first of the Sudetenland, and then of the whole Protectorate. 

By May of 1939 the Nazi preparations had ripened to the 
point that Hitler confided to defendants Goering, Raeder, 
Keitel, and others, his readiness “to attack Poland at the first 
suitable opportunity,” even though he recognized that “further 
successes cannot be attained without the shedding of blood.” 
The larcenous motives behind this decision he made plain 
in words that echoed the covetous theme of “MEIN KAMPF”: 

“Circumstances must be adapted to aims. This is im- 
possible without invasion of foreign states or attacks upon 
foreign property. Living space, in proportion to the mag- 
nitude of the state, is the basis of all power—further 
successes cannot be attained without expanding our living 
space in the East... .” 

While a credulous world slumbered, snugly blanketed with 
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perfidious assurances of peaceful intentions, the Nazis pre- 
pared not merely as before for a war, but now for the war. 
The defendants Goering, Keitel, Raeder, Frick, and Funk, 
with others, met as the Reich Defense Council in June of 
1939. The minutes, authenticated by Goering, are revealing 
evidence of the way in which each step of Nazi planning 
dovetailed with every other. 

These five key defendants three months before the first 
panzer unit had knifed into Poland, were laying plans for 
“employment of the population in wartime,” and had gone 
so far as to classify industry for priority in labor supply “after 
five million servicemen had been called up.” They decided 
upon measures to avoid “confusion when mobilization takes 
place,” and declared a purpose “to gain and maintain the 
lead in the decisive initial weeks of a war.” 

They then planned to use in production prisoners of war, 
criminal prisoners, and concentration camp inmates. They 
then decided on “compulsory work for women in wartime.” 
They had already passed on applications from 1,172,000 
specialist workmen for classification as indispensable, and had 
approved 727,000 of them. They boasted that orders to work- 
ers to report for duty “are ready and tied up in bundles at 
the labor offices.” And they resolved to increase the industrial 
manpower supply by bringing into Germany “hundreds of 
thousands of workers” from the Protectorate to be “housed 
together in hutments.” 

It is the minutes of this significant conclave of many key 
defendants which disclose how the plan to start the war was 
coupled with the plan to wage the war through the use of 
illegal sources of labor to maintain production. 

Hitler, in announcing his plan to attack Poland, had already 
foreshadowed the slave labor program as one of its corollaries 
when he cryptically pointed out to defendants Goering, 
Raeder, Keitel, and others that the Polish population “will 
be available as a source of labor.” This was the part of the 
plan made good by Frank, who, as Governor General notified 
Goering that he would supply “at least one million male and 
female agricultural and industrial workers to the Reich,” and 
by Sauckel, whose impressments throughout occupied terri- 
tory aggregated numbers equal to the total population of some 
of the smaller nations of Europe. 

Here also comes to the surface the link between war labor 
and concentration camps, a manpower source that was increas- 
ingly used and with increasing cruelty. An agreement between 
Himmler and the Minister of Justice Thierack in 1942 pro- 
vided for “the delivery of anti-social elements from the execu- 
tion of their sentence to the Reichs Fuehrer SS to be worked 
to death.” An SS directive provided that bedridden prisoners 
be drafted for work to be performed in bed. 

The Gestapo ordered 45,000 Jews arrested to increase the 
“recruitment of manpower into the concentration camps.” 
One hundred thousand Jews were brought from Hungary to 
augment the camps’ manpower. On the initiative of the de- 
fendant Doenitz, concentration camp labor was used in the 
construction of submarines. Concentration camps were thus 
geared into war production on the one hand, and into the 
administration of justice and the political aims of the Nazis 
on the other. 

The use of prisoner-of-war labor as here planned also grew 
with German needs. At a time when every German soldier was 
needed at the front and forces were not available at home, 
Russian prisoners of war were forced to man anti-aircraft guns 
against Allied planes. Field Marshal Milch reflected the Nazi 
merriment at this flagrant violation of International Law, 
saying, 

“_.,. This is an amusing thing, that the Russians must 
work the guns.” 

The orders for the treatment of Soviet prisoners of war 
were so ruthless that Admiral Canaris, pointing out that they 
would “result in arbitrary mistreatments and killings,” pro- 
tested to the OKW against them as breaches of International 
Law. The reply of Keitel was unambiguous: 





“The objections arise from the military conception of 
chivalrous warfare; This is the destruction of an ideology! 
Therefore I approve and back the measures.” 

The Geneva Convention would have been thrown overboard 
openly except that Jodl objected because he wanted the 
benefits of Allied observance of it while it was not being 
allowed to hamper the Germans in any way. 

Other crimes in the conduct of warfare were planned with 
equal thoroughness as a means of insuring the victory of 
German arms. In October 1938, almost a year before the start 
of the war, the large-scale violation of the established rules of 
warfare was contemplated as a policy, and the Supreme 
Command circulated a Most Secret list of devious explanations 
to be given by the Propaganda Minister in such cases. 

Even before this time commanders of the armed forces 
were instructed to employ any means of warfare so long as it 
facilitated victory. After the war was in progress the orders 
increased in savagery. A typical Keitel order, demanding use 
of the “most brutal means,” provided that 

“,.. It is the duty of the troops to use all means with- 
out restriction, even against women and children so long 
as it insures success.” 

The German naval forces were no more immune from the 
infection than the land forces. Raeder ordered violations of 
the accepted rules of warfare wherever necessary to gain 
strategic successes. Doenitz urged his submarine crews not 
to rescue survivors of torpedoed enemy ships in order to 
cripple merchant shipping of the Allied nations by decimating 
their crews. 

Thus, the war crimes against Allied forces and the crimes 
against humanity committed in occupied territories are in- 
contestably part of the program of making the war because, 
in the German calculations, they were indispensable to its 
hope of success. 

Similarly, the whole group of pre-war crimes, including 
the persecutions within Germany, fall into place around the 
plan for aggressive war like stones in a finely wrought mosaic. 
Nowhere is the whole catalogue of crimes of Nazi oppression 
and terrorism within Germany so well integrated with the 
crime of war as in that strange mixture of wind and wisdom 
which makes up the testimony of Hermann Goering. In de- 
scribing the aims of the Nazi program before the seizure of 
power, Goering said: 

“The first question was to achieve and establish a dif- 
ferent political structure for Germany which would en- 
able Germany to obtain against the Dictate (of Ver- 
sailles), and not only a protest, but an objection of such 
a nature that it would actually be considered.” 

With these purposes, Goering admitted that the plan was 
made to overthrow the Weimar Republic, to seize power, and 
to carry out the Nazi program by whatever means were neces- 
sary, whether legal or illegal. 

From Goering’s cross-examination we learn how necessarily 
the whole program of crime followed. Because they considered 
a strong state necessary to get rid of the Versailles Treaty, they 
adopted the fuehrerprinzip. Having seized power, the Nazis 
thought it necessary to protect it by abolishing parliamentary 
government and suppressing all organized opposition from 
political parties. This was reflected in the philosophy of 
Goering that the opera was more important than the Reichstag. 
Even the “opposition of each individual person was not tol- 
erated unless it was a matter of unimportance.” To insure. 
the suppression of opposition a secret political police was 
necessary. In order to eliminate incorrigible opponents, it was 
necessary to establish concentration camps and to resort to the 
device of protective custody. Protective custody, Goering 
testified, meant that 

“people were arrested and taken into protective custody 

who had committed no crime but who one might expect, 

if they remained in freedom, would do all sorts of things 

to damage the German State.” 

(Concluded in our next issue) 
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Argentina Holds Back 
‘Needed Fats and Oils 


Allied diplomats now in Paris will 
not even guess among themselves as to 
when the important questions of Ger- 
many and Austria will be settled. The 
United States is making every possible 
preparation to discuss the two coun- 
tries, but no meeting to consider pos- 
sible treaties is in sight. Meanwhile, 
Secretary of State Byrnes is deter- 
mined to proceed with negotiations 
for a centralized control of Germany, 
with or without the Russians. 


o oOo 90 


The world’s food officials are be- 
coming extremely disturbed over the 
situation in Argentina. The Peron 
Government, holding out for top 
prices, refuses to release as much as a 
pound of fats and oils to a world that 
is starved for those products. Not even 
Russia, despite her widely publicized 
deal with Peron, has been able to get 
any linseed oil from Buenos Aires. 


o 0 90 


The British are unhappy about hav- 
ing to move out of Egypt but are re- 
signed to the fact that the time has 
come when they will have to take the 
best bargain they can get. They are 
trying to work out an arrangement 
for mutual assistance with Egypt to 
defend the Suez Canal. The Egyptians 
would be willing to have the defense 
of the Canal made the responsibility 
of the United Nations. Britain could 
take the responsibility as an agent. 


o 0 90 


The relations between Argentine of- 
ficials and Russia’s trade mission in 
that country have cooled noticeably in 
recent days, despite the uninterrupted 
arrival and departure of Russian ships 


. at the port of Buenos Aires. President 


Juan Peron has abandoned his warm 
diplomatic friendship with the Russian 
envoys and now is developing the 
strongest congenial relationship with 
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Russians Exerting 
New Pressure in Iran 


the U. S. Ambassador, George Messer- 
smith. The Russians no longer are be- 
ing entertained lavishly. 


o 0 90 


Since negotiating for Cuba’s sugar 
crop, U.S. Secretary of Agriculture 
Clinton Anderson has developed an 
appetite for world affairs. He is will- 
ing to negotiate with other countries 
on the same basis as with Cuba: put- 
ting prices of U.S. imports in fixed 
relation to prices of U.S. exports to 
those countries. 


oo 98 


Edwin W. Pauley’s study of Russian 
activities in Manchuria shows this: It 
would take all the industrial machin- 
ery that the U.S. exported to the 
world in the two years before the war 
to replace the equipment that Russia 
took out of Manchuria. 


o 0 Oo 


Another flare-up in Iran is expected. 
The Russians are playing the Shah 
and the Prime Minister against one 
another, gradually putting pressure on 
one and then the other. Eventually, 
resistance will develop and involve the 
country in new troubles. The U.S. 
believes the situation to be of such im- 
portance that it is enlarging the per- 
sonnel, physical equipment and build- 
ings of the U.S. Embassy in Tehran. 


o 0 90 


Malnutrition is becoming a serious 
problem for the British Empire, es- 
pecially among natives. Because of 
their poor diets, it has become impos- 
sible to recruit 250,000 native workers 
for the gold mines of South Africa. 
The native population is around 1I,- 
000,000. 


Hunger in Empire 
Worries the Britis 


Conversations may be undertaken 
between the United States and Rus 
sia to try to work out a long-range 
agreement dealing not only with the 
trade between the two countries but 
their relationships with the rest of the 
world. The conversations may be 
started at the invitation of the U.S. 


o oo °O 


Development of German exports 
has become a top goal in occupation 
policies of the U.S. One of the prin- 
cipal missions of M. S. Szymeczak, Fed- 
eral Reserve Board Governor assigned 
to Berlin, will be to stimulate exports 
from the U.S. zone as a means of 
cutting down occupation costs. 


o o0o 9 


Navy officials were genuinely sur- 
prised at one result of the underwater 
explosion of an atomic bomb at Bi- 
kini. The effect of the waves produced 
by the blast was far less than most 
experts had expected. 


o 0 9 


France caught the other powers off | 
guard with the unexpected decision 
to incorporate 600 square miles of the 
Rhineland into the Saar. The French 
may be getting ready to place the 
Rhineland and the Ruhr into a cen- 
tralized Germany, keeping the en- 
larged Saar for themselves. 


o 0 °O 


The Japanese are giving General 
MacArthur trouble over the new con- 
stitution. The original version, pre- 
pared by the Japanese, was unac- © 
ceptable to occupation authorities. So 
MacArthur’s headquarters prepared a 
draft. In translating it, the Japanese 
made changes to suit themselves. Such © 
things are not regarded as serious 
problems, but they are irritants be- © 
tween occupation authorities and Jap- © 
anese Officials. 
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BUILDING A PUBLICATION 


NO. 1 OF A SERIES 


THREE FOUNDATION STONES MUST BE LAID TO BUILD A SUCCESSFUL PUBLICATION 


FIRST STONE: A sound concept of what service is to be 
performed that is not being rendered by 
any other publication. 


SECOND STONE: Readers must be found who need the infor- 


mation contained in the publication. 


THIRD STONE: Advertisers must know who the readers are 
and whether they are prospective buyers of 
the products to be advertised. 


Sounds obvious, doesn’t it? Yet what publications are able to build such a founda- 
tion overnight? While editors may from the outset issue a publication of acceptable 
content, the publisher cannot know all the facts he needs about the readers and 
the kind of market which they collectively constitute for national advertising. Pub- 
lishers must become acquainted with their readers. 


WORLD REPORT is making remarkable progress judged by publishing stand- 
ards and by comparison with the records of other publications in the highly spe- 
cialized newsweekly field. 


1. Circulation is growing rapidly. Starting well over the 
20,000 mark, the rate of subscriptions indicates that 
we will have more than 100,000 at the end of the first 
six months. 


. Evidence is accumulating that our subscribers are the 
type who comprise a most valuable market for national 
advertisers. 


. National advertisers who usually make up their budgets 
in the autumn already are discussing substantial sched- 
ules with us and with their advertising agencies. 


We'll tell you more about our progress from time to time. 


WORLD REPORT 


Daniel W. Ashley, Vice President in Charge of Advertising 
30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 





WORLD REPORT-The No. 1 advertising medium to reach world-minded people 
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All staterooms outside, each with private bath . . . all passenger accommodations air-conditioned . . . outdoor tiled swimming pools... 
dining salons with wide picture windows .. . some of the many features of these new ‘‘Santa” Liners. 


Today, American comfort 
in its most modern form 
goes tosea in Grace Line’s 
new ‘‘Santa”’ ships. These 
vessels combine the luxurious passenger accommoda- 
tions of a cruise liner with exceptional cargo space and 


the most -modern cargo handling equipment. With the 


completely modernized Santa Rosa and Santa Paula, 


this new fleet of twenty “Santas” will link the Americas 


with maximum efficiency. 





See your Travel Agent or GRACE LINE, 10 Hanover Square or Rockefeller Center, New York; Pittsburgh; Washington, D. C.; 


New Orleans; Houston; Chicago; Detroit; San Francisco; Los Angeles; Portland, Ore.; Seattle; Vancouver, B. C., 








